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October 26, 2006 t . 06017828._ —

US Securities and Exchange Commission
Division of Corporation Finance

Office of International Corporate Finance

100 F Street, NE

Washington, DC 20549 \

Re: Alea Group Holdings (Bermuda) Ltd. (the “Company”),'File No. 82-34885
Information to be provided pursuant to Rule 12g3-2(b) under the Securities Exchange Act of

1934 (the “Exchange Act”) |

|

!

1

In accordance with the Company’s exemption under Rule 12g3-2(b) tinder the Exchange Act, enclosed please
find the following information that the Company, since April L1, 2006 the date of the Company’s last filing
with the Commission under Rule 12g3-2(b), (i) has made or is requ1red to make public pursuant to the laws of
Bermuda; (ii) has filed or is required to fite with the UKLA or LSE (and is made public thereby); or (iii) has

distributed or is required to distribute to its security holders: .
r

Ladies and Gentlemen:

: |
l. Press releases filed through the Regulatory News Service of the London Stock Exchange since April
11, 2006. ' !
l
2. Circular relating to the Annual General Meeting of Shareholders, dated April 25, 2006, including
Notice of AGM and Proxy Card. \ | '
3. Annual Report for the financial year ended December 31, 200%, as mailed to all shareholders.
4. Interim Financial Statements for the period ended June 30, 2006, as mailed to all shareholders.
|
5. Block listing application dated September 4, 2006 for 1ssuance of shares under the Alea Group

Executive Option and Stock Plan pursuant to grants of Restricted Stock Units.

Please do not hesitate to contact me if you should have any questions regarding the enclosed documents,
‘ [

Sincerely, ’i
e O Dy PROCESSED

NOV 0 2008 o)
George P. Judd B N )
Senior Vice President and Group Secretary THUMGU \
I . . .
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Regulatory Announcement

Number B968B !

Go to market news section ' ] &
Company Alea Group Holdings{Bermuda) Ltd )
TIDM ALEA |
Headline Annual Report and Accounts l
" Released 07:00 25-Apr-06 !
|

Alea Group Holdings (Bermuda) Lid.
25 April 2006

1
|
|
Alea Group Holdings (Bermuda) Ltd. 2005 Annual ReporUDocumentS for Inspection.

The following documents have been submitted to the UK L}stmg Authority, and will shortly be
available for inspection at the UK Listing Authority's Document \lfiewing Facility:

(1) Annual Report of Alea Group Holdings (Bermuda) Ltd. for the financial year ended 31

December 2005,
) Circular containing Notice of Annual General Meeting; and
3) Form of Proxy for Annuatl General Mectmg. l

The Document Viewing Facility is situated at:
|

The Financial Services Authority

25 The North Colonnade

Canary Wharf '
London E14 5HS

Telephone no. +44 (0)20 7066 1000

The Annual Report is also available at the Company's website, www.aleagroup.com

END '

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (includmg any prospectus) which is addressed solely to the persons and
countrias specified therein should not be relled upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and dlstribution apply.

£2006 London Stock Exchange ple. All nights reserved

http://www .londonstockexchange. com/LSECWS/IFSPages/MarketNewsPopup aspx?id=... 10/25/2006
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: |
Alea Group Holdings (Bermuda) Ltd. (the"‘Company”)
Annual Information Update !

28 April 2006 1
|

In accordance with Section 5.2 of the Prospectus Rules, the Company submlts its Annual Information Update

which refers to information that has been pubhshed or made available to the public by the Company throughout

the 12 months ended 28 April 2006. i

The information referred to in this update was up to date at the time the'information was published but may now
- be out of date. The information contained in this document appears by way of record, and the Company is under

no obligation to update any information referred to herein. Informatlon is referred to in this update rather than

included in full. ’

The announcements listed below that were published on the London Stock Exchange (“LSE”) have been made
available via a Regulatory Information Service and copies can be obtained from the LSE website at
www.londonstockexchange.com/RNS. Copies of the documents listed below that were filed at the United
Kingdom Listing Authority (“UKLA”) can be obtained from the UKLA Financial Services Authority, 25 The
North Colonnade, Canary Wharf, London E14 SHS, Telephone No. 020 7066 1000.

Place of Filing

Date of Filing or Publication Description/Headline

25 April 2006 LSE Annual report UKLA viewng facility

25 April 2000 UKLA Annual'Report and Circular containing Notice of AGM and
Proxy Form

11 April 2006 LSE Annual report and accounts

11 April 2006 UKLA PDF website version of Annual Report

04 April 2006 LSE Final results r

21 Mar 2006 LSE Director restgnation

02 Mar 2006 LSE Notice of results

30 Jan 2006 LSE Market update !

30 Dec 2005 LSE Second price monitoring extensmn

30 Dec 2005 LSE Price monitoring extension I

20 Dec 2005 LSE Additional block listing |

20 Dec 2005 LSE Market update |

20 Dec 2005 LSE Form 1 blocklisting application and confirmation of issuer

20 Dec 2005 UKLA Blocklisting application, confirmation of issuer and
notification of election of home member state

16 Dec 2005 LSE Blocklisting interim review I

14 Dec 2005 LSE Market update |

08 Dec 2005 LSE Alea Europc AG rights deal I

http:/fwww.londonstockexchange.com/LSEC‘WS/IFSPages/MarlTletNewsPopup.aspx?id=. . 10/25/2006
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06 Dec 2005 LSE S&P rating action !
05 Dec 2005 LSE Market update '
22 Nov 2005 LSE Market update |
07 Nov 2005 LSE Market update

23 Sept 2005 LSE AM Best rating action !
09 Sept 2005 LSE S&P rating action

01 Sept 2005 LSE Rating agency action

31 Aug 2005 LSE Interim results — part 2

31 Aug2005  LSE Interim results — part 1 ‘
08 July 2005 LSE IFRS statement 0
08 July 2005 LSE Pre-close statement ;
27 June 2005 LSE Share repurchase

17 June 2005 LSE Blocklisting interim review

10 June 2005 LSE Response to AM Best ;
08 June 2005 LSE Dividend declaration '
03 June 2005 LSE AGM statement

09 May 2005 LSE Share repurchase '
03 May 2005 LSE Share repurchase i
26 April 2005 LSE Share repurchase

As a Company incorporated in Bermuda, the Company does not file retiu'ns with Companies House in the UK,
The following documents have been dispatched by the Company to its shareholders during the 12 months ended
28 April 2006. Copies of these documents can be found at the UKLA at the Financial Services Authority, 25 The
North Colonnade, Canary Wharf, London E14 5HS, Telephone No. 020 7066 1000, or on the Company’s website
at www.aleagroup.com:

2006 Notice of AGM dated 25 April 2006

2006 Proxy Form ,
Annual Report 2005 }
Interim Report 2005 5

The Company has filed a number of the above documents and announcéments with the Securities and Exchange
Commission (“SEC”) in accordance with the Company’s exemption under Rule 12g3-2(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”). Between April 28, 2005 ‘and April 28, 2006, the Company has also
filed the following additional documents with the SEC. Copies of these documents can be viewed at the U.S.
Securities and Exchange Commission, Division of Corporation Finance, Office of Intemnational Corporate
Finance, 100 F Street, NE, Washington, DC 20549, Telephone No. (202) 551-6551.

Place of Filing
Date of Filing or Publication Description
11 April 2006 SEC Letter transmitting Rule 12g3 2(b) update
11 April 2006 SEC Updated list of information requlred to be made public on an
: ongoing basis
11 April 2006 SEC Block listing application dated December 2005
23 Sept 2005 SEC Letter transmitting Rule 12g3-2(b) update
10 Aug 2005 SEC Letter transmitting Rule 12g3-2(b) update
10 Aug 2005 SEC Updated list of information required to be made public on an
ongoing basis i
19 May 2005 SEC Application for Exemption pursuant to Rule 12g3-2(b)

under the Securities Exchang’e Actof 1934

Further information is available at the Company’s website at www., a]cagroup com, or by contacting the Company
Secretary:

i
t

i

http://www.londonstockexchange.corn/LSECWS/IFSPages/MarketNewsPopup.aspx?id=... 10/25/2006
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George P. Judd
Company Secretary i
Telephone: 001-203-563-6050 '

T '

i

For more information on Alea, see www.aleagroup.com. For further information please contact:

Media: Sheel Sawhney Analysts & Investors: Kirk Lusk
+1 860 258 6524 +1 860 258 6566

Financial Dynamics
Robert Bailhache/
i Nick Henderson
+44 20 7269 7200/7114

END ' \

Close
London Stock Exchange plc is not responsible for and does not check contenf on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons and
countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2006 London Stock Exchange pic. All rights reserved .

http://www.londonstockexchange.com/LSEC|WS/IF SPages/MarketNewsPopup.aspx?id=... 10/25/2006
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Regulatory Announcement

Go to market news section ' . ]
Company Alea Group Holdings{Bermuda) Ltd

TIDM ALEA

Headline Major Interest in Shares ' !

Released 07:00 24-May-06 | !

Number 4807D !

RNS Number:4807D
Alea Group Holdings (Bermuda) Ltd
24 May 2006

24 May 2006
; |
Notification of Major Interest i? Shares

Hamilton, Bermuda - Alea Group Holdings (Bermuda) Ltd ("Alea") announced it had
been informed on 23 May 2006 of the ownership by Morgan Stanley Securities
Limited of 10,705,405 Alea common shares, representing approximately 6.16% of
the issued common share capital of Alea. Alea has 17?,726,285 common shares

outstanding and has no treasury shares. !

Alea stated that it had been informed by Morgan Staniey Securities Limited that
this ownership in Alea shares was at the close of business on 17 May, 2006.

Morgan Stanley Securities Limited is a member of the§Morgan Stanley group of
companies. Those Morgan Stanley group companies whlch are direct or indirect
holding companies of Morgan Stanley Securities lelted are, under the terms of
Alea's bye-laws each interested in any shares in whlch Morgan Stanley Securities
Limited is interested.

i3:3:2:3:3:1

For more information on Alea, see www.aleagroup.com.| For further informaticn,

please contact: '

Media: Sheel Sawhney Anaiysts & Investors: Kirk Lusk
+1 860 258 6524 . +1 860 258 6566

Financial Dynamics

Robert Bailhache/Nick Henderson
| +44 20 7269 7200
|

Certain statements made in this press release that are not based on current or
historical facts are forward-looking in nature 1nclud1ng, without limitation,

|

http://www. londonstockexchange.com/LSECWS/IFSPages/MarlgetNewsPopup.aspx?id=. . 10/25/2006
. |
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1
statements containing words "believes," "anticipates," "plans," "projects,"
"intends," "expects," "estimates," "predlcts, "and words of similar import. All
statements other than statements of hlstorlcal fact511nclud1ng, without
limitation, those regarding the Group s financial poeltlon business strategy,
plans and objectives of management for future operatrons {including development
plans and objectives relating to the Group's product% and services) are
forward-looking statements. Such forward-looking stagements involve known and
unknown risks, uncertainties and oth%r important factors that could cause the
actual results, performance or achievements of the Group to be materially
different from future results, performance or achlevements expressed or implied
by such forward-loocking statements. In particular, forecastlng of reserves for
future losses is based on historical 'experience and future assumptions. As a
result, they are inherently subjectiye and may fluct@ate based on actual future
experience and changes to current or future trends iq the legal, sccial or
economic environment. Such forward-locking statements are based on numerous
agsumptions regarding the Group's present and future bu51ness strategies and the
environment in which the Group will operate in the future These forward-locking
statements speak only as at the date 'of this press release or other information
concerned. Alea Group Holdings (Bermuda) Ltd expressl& disclaims any cbligations
or undertaking (other than reporting obllgatlons imposed on us in relation to
our listing on the London Stock Exchange) to disseminate any updates or
revisions to any forward-looking statements contalned herein to reflect any
changes in the Group's expectations w1th regard thereto or any change in events,
conditions or circumstances on which any such statement is based. References in
this paragraph to the Group are to Alea Group Holdlngs (Bermuda} Ltd. and its
subsidiaries from time to time.

i

|

+

Thisg informatidn is provided by RNS
The company news service from the London Stock Exchange

END
i

.

Londen Stock Exchange plc is not responsible for and'does not check content oon this Website. Website users are
responsible for checking content. Any news item (including any prospectus) Wthh is addressed solely to the persons and
countries specified therein should not be relied upen other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and d|str|but|on: apply.
) I

©2008 London Stock Exchange plcl‘ All rights reserved

http://www.londonstockcxchange.com/LSEC\leS/IFSPages/Markfi:tNewsPopup.aspx?id=... 10/25/2006
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Company Alea Group Holdings(Bermuda) Ltd !

TIDM ALEA .

Headline ANASIC Share Sale !

Released 07:00 26-May-06 :

Number 654060 ) \

RNS Number:6406D
Alea Group Holdings (Bermuda) Ltd
26 May 2006

26 May 2006

Alea Announces Sale Of Alea North America Specialty Insurance Company

Hamilton, BERMUDA - Alea Group Holdings (Bermuda) Ltd (the "Group") today
announced that its subsidiary Alea North America Insurance Company has entered
inte an agreement to sell its Delaware excess and surplus lines carrier, Alea
North America Specialty Insurance Company {"ANASIC") to Insurance Corporation of
Hannover, a member company of Praetorian Financial G#oup, Inc. ("Praetorian"}).

Under the terms of the agreement, Praetorian will purchase all of Alea's shares
in ANASIC in exchange for a cash payment of $4m plus,the policyholders' surplus
of ANASIC as of the closing date. Total consideration will be between $30 and
$36m. Proceeds will be held by the Group and placed on deposit pending
utilization by the Group in the execution of its run:-off strategy. Subsequent
distribution of proceeds is subject to regulatory approval and other conditions.

On the closing date, the Group's Alea Bermuda Ltd affiliate will assume 100% of
all business written by ANASIC prior to the closing date. The cbligations under
the agreements will be supported by a guarantee of the Group.

i
ANASIC is a Delaware domiciled stock insurance company with surplus lines
authority in 38 U.S. jurisdictions. Total gross assets in ANASIC are $41.3m,
with a profit before tax of $730,000, at year-end 31 December 2005,

The sale is subject to regulatory approval and other customary conditions. Alea
will continue to administer the run-off of the in force business as of the
closing date.

o 320331

!
)

For more information on Alea, see www.aleagroup.com. For further information,
please contact: i

Media: Sheel Sawhney Analysts & Investors: Kirk Lusk
+1 860 258 6524 +1 B60 258 6566

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?id=...  10/25/2006
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Financial Dynamics
i Robert Bailhache/
! Nick Henderson
! +44 20 7269 7200
! +44 20 7269 7114
:

}
Certain statements made in this press release that aﬁe not based on current or
historical facts are forward-looking in nature including, without limitation,
statements containing words "believes," "anticipates," "plans," "projects,"
"intends," "expects," "estimates," "predicts, " and words of similar import. All
statements other than statements of historical factslincluding, without
limitation, those regarding the Group's financial poéition, business strategy,
plans and objectives of management for future operations ({including development
plans and objectives relating to the Group's products and services} are
forward-looking statements. Such forward-looking statements involve known and
unknown risks, uncertainties and other important factors that could cause the
actual results, performance or achievements of the Group to be materially
different from future results, performance or achievements expressed or implied
by such forward-looking statements. In particular, forecasting of reserves for
future losses is based on historical experience and future assumptions..As a
result, they are inherently subjective and may fluctuate based on actual future
experience and changes to current or future trends 1n the legal, social or -
economic environment. Such forward- looklng statements are based on numerous
assumptions regarding the Group's present and future 'business gtrategies and the
environment in which the Group will operate in the future These forward-looking
statements speak only as at the date ‘of this press release or other information
concerned. Alea Group Holdings {Bermuda) Ltd expressly disclaims any obligaticns
or undertaking (other than reporting obligations imposed on us in relation to
our listing on the London Stock Exchange) to disseminate any updates or
revisions to any forward-locking statements contained herein to reflect any
changes in the Group's expectations with regard thereto or any change in events,
conditions or circumstances on which any such statement is based. References in
this paragraph to the Group are to Alea Group Holdlngs {(Bermuda) Ltd. and its
subsidiaries from time to time.

This 1nformat10n is provided by RNS
The company news service from the London |Stock Exchange

END

!
|

London Steck Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons and
countries specified therein should not be relied upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and distribution apply.

©2008 London Stock Exchange plc. Al rights reserved )
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http://www.londonstockexchange.com/LSECWS/IFSPagesfMarkétNewsPopup.aspx?id=.. . 10/25/2006
‘ !



’ .. ~Market News i Page 1 of 2
File No. 82-34885 ‘
. L
| i
Regulatory Announcement |
Go to market news section l = &
Company Alea Group Holdings{Bermuda} Ltd \
TIDM ALEA I
i
|
Released 07:00 19-Jun-06
Number 7518E

i
|
BLOCK LISTING SIX MONTHLY, RETURN

INFORMATION PROVIDED ON THIS FORM MUST BE TYPED OR PRINTED
ELECTRONICALLY. l

!

To: The FSA

!
Date: 17 June, 2006 5

Name of applicant: ALEA GROUP HOLDINGS (BERMUDA)
LTD. |
1. 2002iStock Purchase & Option Plan
2. Shares to be issued in consideration for
services pursuant (o a consulting
‘ arrangement with Richard T. Delaney
' 3. Shares that may be issued pursuant to
options granted to Fisher Capital
Corporatlon LLC, a consultant to the

Name of scheme:

|
Headline Blocklisting Interim Review

Company
Period of return: From: 17 Dec 2005 To: 17 June 2006
Balance under scheme from previous retumn: 1. 6,573,568
) 2. 20,223

3. 464,340
The amount by which the block scheme has been 1.0 i

2. 0
increased, if the scheme has been increased since 30
the date of the last return: ' )
Number of securities issued/allotted under ° é 8 ]
scheme during period: 3 0 |
Balance under scheme not yet issued/allotted at é 26533’3568
end of period 3. 464.340

I. 6,573,568 admitted 22 June 2004
?n‘gr:ﬁzr dirt‘g gﬁsgn‘l’g;fgg”"“ originally listed 2. 40,446 admitted 22 June 2004

3. 464,340 admitted 5 August 2004

| !
Total number of securities in issue at the end of 173,726,285 shares on 17 June 2006
the period ' !

| | |
|
http:f/www.londonstockexchange.conﬂLSECWS/IFSPagcs/MarlTetNewsPopup.aspx?id=. . 10/25/2006
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Name of contact: George P. Judd

) 55 Capital Boulevard
Address of contact: Rocky Hill, Connecticut, USA 06067
Telephone number of contact: 001-860-258-7550

SIGNED BY

George P. Judd, Senior Vice President & Group Secretary

for and on behalf of :

Alea Group Holdings (Bermuda) Ltd. *
If you knowingly or recklessly give false or misleading information you may be liable to
prosecution. :

'

END

i (Close]

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospactus} which is addressed solely to the persons and
countries specified therein should not be relied upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and distribution apply.

©2006 London Stock Exchange plc. All righss reserved
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Go to market news section :
Company Alea Group Holdings(Bermuda) Ltd l
TIDM ALEA |
Headline Result of AGM !
Realeased 07:01 30-Jun-06
Number 4296F !

RNS Number:4296F
Alea Group Holdings (Bermuda) Ltd
30 June 2006 |

30 June 2006

Alea Group Holdings (Bermuda)rLtd
Announcement of Results of Annual General Meeting

, H
r

HAMILTON, Bermuda - (30 June 2006} Alea Group Holdinés {Bermuda) Ltd. ("Alea" or
"the Group") announced today that all proposed shareholder resolutions were
passed at its Annual General Meeting held on Thursday, 29 June 2006, in Bermuda.
John Reeve, the Chairman of the Board of Directors, commented "As previously
announced, Zlea has entered into a definitive agreement to sell Alea North
America Specialty Insurance Company, its US based ext¢ess and surplus lines
company. Al}l Alea worldwide operatiohs are in run-off."

Mark Ricciardelli, Chief Executive Officer added: "Management's primary focus is
on executing the run-off strategy; however, we continue to explore sale options
for all or cCertain parts of the Group There can be no guarantee that any
transaction will take place or that a sale of the Group would be at a premium to
the current market price. The conver510n of the organlsatlon from a going
concern to {un -off is now materially complete. Alea' s run-off plan is on track,
as commutations, headcount and expenses are running as expected."

I

]
i
+ 1 I} » » 1 ]
Alea intends to publish its interim results the week| commencing 18 September
2006.

!

|

B !
!

For more information on Alea, see www.aleagroup.com

For further information please contact:

Media: Sheel Sawhney +1 860 258 6524

Analysts & Investors: Kirk Lusk +1 860 258 6566

|
I
i
I
|
a
|

|

1 |
http://www lgndonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?id=...  10/25/2006
] _
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Financial Dynamics

Robert Bailhache +44 (0)20 7269 7200

Nick Henderson ﬁ44 (0)y20 7269 7114

|

Certain statements made in this press release that a:e not based on current or
historical facts are forward-locking in nature inclu@ing, without limitation,
statements cbntaining words "believes," "anticipates," "plans," "projects,"
"intends," "=xpects," "estimates," "predicts," and words of similar import. All
statements other than statements of historical factsjincluding, without
limitation, those regarding Alea Group Holdings (Berﬁuda) Ltd's financial
position, business strategy, plans and objectives of management for future
operations (lncludlng development plans and objectlves relating to Alea Group
Holdings (Bermuda) Ltd's products and services) are forward- looking statements.
Such forward-looking statements involve known and unknown risks, uncertainties
and other important factors that could cause the actual results, performance or
achievements of Alea Group Holdings (Bermuda) Ltd to be materially different
form future results, performance or achievements expressed or implied by such
forward-looking statements. In particular, forecastlng of reserves for future
losses is ba:ed on historical experience and future assumptlons As a result,
they are 1nh=rent1y subjective and may fluctuate based on actual future
experience an changes to current or future trends in the legal, social or
economic environment. Such forward- looklng statements are based on numerocus
assumptions regarding Alea Group Holdings (Bermuda) Ltd present and future
business strategies and the environment in which Ale& Group Holdings {(Bermuda)
Led will ope}ate in the future. These forward- looklng statements speak only as
at the date »f the document or other information concerned. Alea Group Holdings
(Bermuda) Ltd expressly disclaims any obligations or undertaking to disseminate
any updates or revisions to any forward-looking statements contained herein to
reflect any zhanges in Alea Group Holdings (Bermuda) Ltd 's expectations with
regard thereto or any change in events, conditions or circumstances on which any
such statement is based. [

|
|
i
!
t
|
|

|
|

_ This information is provided bﬁ RNS
‘'he company news service from the London Stock Exchange
!

END

!
|
|

London Stock EXI hange plc is not responsible for and does not check content on this Website. Website users are
responsible for checklng content. Any news item {including any prospectus} which is addressed solely to the persons and
countries specifled therein should not be relied upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and dlstrlbutlonlapply

©2006 London Stock [2xchange pic. Al rights reserved I
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Company Alea Group Holdings(Bermuda) Ltd

TIDM ALEA )

Headline Directorate Change

Released 07:05 30-Jun-06

Number 4297F

RNS Number:4297F
Alea Group Holdings (Bermuda) Ltd
30 June 2006 :

30 June 2006

!
Alea Group Holdings (Bermuda) !Ltd

Mark Ricciardelli to step down as CEQO of Alea following the successful
transition into run-off. Mark Cloutier named CEQ. Kirk Lusk and Mark Cloutier
named Executive Directors.

HAMILTON, Bermuda - {30 June 2006) - Alea Group Holdings (Bermuda) Ltd. ("Alea
or "the Group"), today announced that Mark Ricciardelli, CEC of Alea since 25
June 2004, will step down from the Bodard of Director% with effect from 31 August
2006, to pursue other interests.

Following Mark Ricciardelli's decision to step down, Mark Cloutier will assume
the role of Group President and Chief Executive Officer with effect from 1
September 2006. Mark Cloutier has over 30 years' experience within the
reinsurance and run-off industry, and was most recen¢1y President and CEC, CP
Re. |

Kirk Lusk ccntinues in his role as Chief Operating Officer and Chief Financial
Officer. Mark Cloutier and Kirk Lusk have also been appointed as Executive
Directors of Alea, with effect from 1 September 2006:

John Reeve, non-executive Chairman of Alea, said, "Following the rating
downgrades, the decision to place Alea into run-off, 'whilst difficult, was the
only course of action available to the Board of Directors. Since reaching this
decision, Merk Ricciardelli has done an excellent job of leading the
restructuring and repositioning of the organisation from a going concern into
run-off. The: entire Board of Directors appreciates this leadership effort and
the commitmeént displayed throughout his time with the Group and wishes Mark well
and every success in the future."

"We anticipdate a seamless transition and are delightéd with the partnership of
Kirk Lusk and Mark Cloutier as we believe the combination of Mark's wealth of
run off expeérience and Kirk's strong financial skills and institutional
knowledge will be very effective in leading the Group in its current run-off

strategy." J

. !
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For more information on Alea, see www.aleagroup.com. For further information
please contact:

Media: Sheel Sawhney il 860 258 6524

Analysts & Investors: Kirk Lusk +1 860 258 6566

Financial Dynamics :

Robert Bailhache +44 (0)20 7269 7200

Nick Henderson +44 (0)20 7269 7114

1

Certain statements made in this press release that are not based on current or
historical facts are forward-loocking in nature including, without limitation,
statements containing words "believes," "anticipates/" "plans," "projects,"
"intends," "expects," "estimates," "predicts," and words of similar import. All
statements cther than statements of historical facts including, without
limitation, those regarding Alea Group Holdings (Bermuda) Ltd's financial
position, business strategy, plans and objectives of management for future
operations (including development plans and objectivés relating to Alea Group
Holdings (Bermuda) Ltd's products and services) are forward-looking statements.
Such forward-looking statements involve known and unknown risks, uncertainties
and other important factors that could cause the actual results, performance or
achievements of Alea Group Holdings (Bermuda) Ltd to:be materially different
form future results, performance or achievements expressed or implied by such
forward-looking statements. In particular, forecasting of reserves for future
losses is based on historical experience and future assumptions. As a result,
they are inkerently subjective and may fluctuate based on actual future
experience snd changes to current or future trends in the legal, social or
economic environment. Such forward- looklng statements are based on numerous
assumptions regarding Alea Group Holdlngs {Bermuda) Ltd present and future
business strategies and the environment in which Alea Group Holdings (Bermuda)
Ltd will operate in the future. These forward-looking statements speak only as
at the date of the document or other information concerned. Alea Group Holdings
(Bermuda) Ltd expressly disclaims any obligations or.undertaking to disseminate
any updates or revisions to any forward-locking statements contained herein to
reflect any changes in Alea Group Holdings (Bermuda) Ltd 's expectations with
regard thereto or any change in events, conditions or circumstances on which.any
such statement is based. '

This information is provided by RNS
The company news service from the London: Stock Exchange

END

Ciose
London Stock E»; :change plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (Including any prospectus) which is addressed solely to the persons and
countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.
i
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Go to market news section i o &
Company Alea Group Holdings(Bermuda) Ltd - E
- TIDM ALEA ;
Headline Director Declaration
Released 07:41 06-Jul-06
Number 7671F

RNS Numbera?G?lF
Alea Group Holdings(Bermuda) Ltd
06 July 20086

6 July 2006

Alea Group Holdings (Bermuda)lLtd
!

Information regarding recently appoinéed Directors

HAMILTON, Bermuda - (6 July 2006) Alea Group Holdlngs (Bermuda) Ltd. ("Alea" or
"the Group") recently anncunced the appointment of Mark Cloutier as Chief
Executive Oiflcer of the Group, with effect from 1 September 2006. In addition,
it was announced that Mark Cloutier and Kirk Lusk, have been appointed to the
Board of Directors of the Group, with effect from 1 ?eptember 2006.

i
The current and past directorships held by Mark Cloutler and Kirk Lusk over the
past five (%) years are set out below.

I

1
Mark Cloutiér was President and Chlef Executive Offlcer of Overseas Partner Re
when it was placed into members' voluntary 11qu1dat10n following the
dlstrlbutlon of capital in excess of US$1 billion to.lts shareholders. There are
no further detalls regarding Mark Cloutier which are!requ1red to be disclosed
under parag:aphs (2) to {6) of Listing Rule 9.6.13.

5
i
!
|

There are no details regarding Kirk Lusk which are required to be disclosed
under paragraphs {2) to (6) of Listing Rule 9.6.13.

Mark Cloutiér's Current Directorships:

|
I
None. g
I

i
Directorships held in the last five years by Mark ClFutier:

[}
Overseas Pa“tners Limited’ .

B
: |
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Overseas Partners US Re

QOverseas Partners Re

Overseas Partner Capital '
Overseas Partners Assurance Limited °
Quanta Re Bermuda

Union Excess Reinsurance Company

Kirk Lusk's Current Directorships:

.

None.

Directorships held in the last five years by Kirk Lusk:
Heritage Insurance Group, Inc
Heritage Indemnity Company

GE Capital Management Corp.

S O /) Y

GE Capital Warranty Corp.

Westwood Indemnity Company
Heritage Mechanical Breakdown Corp. |
Westwood Warranty Company
GE Capital Rdministrative Services, Inc. '

Westlake Insurance Company {Bermuda), Ltd

R HE

For more information on Alea, see www.aleagroup.com. For further information

please contact:

)
|
1

!

|
Media: Sheel Sawhney +1 860 258 6524
Analysts & lnvestors: Kirk Lusk +1 B60O 258 6566

Financial Dynamics
Robert Bailliache +44 20 7269 7200
Nick Henderson +44 20 7269 7114

Certain statements made in this press release that are not based on current or
historical facts are forwardalookinglin nature including, without limitatien,

: i
http://www.101:1d0nstockexchange.com/LSECWS/IFSPages/Mark;etNewsPopup.aspx?id=... 10/25/2006
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statements containing words "believes," “ant1c1pates”" "plans, " "projects,"
"intends," Yexpects," "estimates," "predicts," and words of similar import. All

statements other than statements of historical facts!including, without
limitation, those regarding Alea Group Holdings (Bermuda) Ltd's financial
position, business strategy, plans and objectives of management for future
cperations (including development plans and objectives relating to Alea Group
Holdings (Bermuda} Ltd's products and services) are forward looking statements.
Such forward-loocking statements involve known and unknown risks, uncertainties
and other 1mportant factors that could cause the actual results, performance or
achievements of Alea Group Holdings (Bermuda) Ltd to lbe materially different
form future results, performance or achievements expfessed or implied by such
forward-looking statements. In particular, forecasting of reserves for future
losses is based on historical experience and future assumptions. As a result,
they are 1nherent1y subjective and may fluctuate based on actual future
experience ﬁnd changes to current or future trends 1n the legal, social or
economic environment. Such forward-looking statements are based on numerous
assumptions regarding Alea Group Holdings (Bermuda) Ltd present and future
business strategles and the environment in which Alea Group Holdings {Bermuda)
Ltd will operate in the future. These forward-looking statements speak only as
at the date of the document or other information concerned. Alea Group Holdings
(Bermuda) Ltd expressly disclaims any obligations or |undertaking to disseminate
any updates or revisions to any forward-looking statgments contained herein to
reflect any changes in Alea Group Holdings. (Bermuda) {Ltd 's expectations with
regard thereto or any change in events, conditions or circumstances on which any
such statement is based. .

!
!
This information is provided b§ RNS
The company news service from the London.Stock Exchange

END }
|

i
!

London Stock Exchange plc is not responsible for and does not chack content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons and
countries speclfmd therein should not be relied upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and dlstnbutlon apply.

©2006 London Stock Exchange plc. All rights reserved
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Company Alea Group Holdings(Bermuda) Ltd f

TIDM ALEA

Headline Major Interest in Shares . ‘

Released 07:00 11-Jul-06 I

Number 9846F '

RNS Number:9B846F
Alea Group Holdings (Bermuda) Ltd ‘
11 July 2006 . !

11 July 2006 !
Alea Group Holdings {Bermuda) Ltd.

I
Notification of Major Interest in Shares

Hamilton, Bermuda - Alea Group Holdings (Bermuda) Ltd ("Alea") announced it
been informed by BACP Europe Fund II, L.P. ("BACP") on 10 July 2006 that BACP\s
ownership has declined below 3% of shares outstanding by virtue of a sale on 10
July 2006 of 1,050,000 Alea common shares, leaving BACP with a remaining
interest of 4,182,661 common shares, representing 2.41% of the issued common
share capital of Alea. Alea has 173,710,665 common shares ocutstanding and has no

treasury shares.
]

#EHRHH !

For more information on Alea, see www.aleagroup.com. For further information,
please contsct: ‘

'

Media: Sheel Sawhney +1 860 258 6524,
Analysts & Investors: Kirk Lusk +1 860 258 6566

Financial Dynamics: Robert Bailhache +44 20 7269 7200
Nick Henderson +44 20 7269 7114

Certain statements made in this press release that are not based on current or
historical facts are forward-looking in nature including, without limitation,
statements contalnlng words "believes,"” "antlclpates,' "plans," "projects,"
"intends, " ”expects " v"egtimates," "predicts," and words of similar import. All
statements other than statements of historical facts|including, without
limitation, those regarding the Group's financial position, business strategy,
plans and objectives of management for future operations (including development
plans and oﬂjectives relating to the Group's products and services) are
forward-looking statements. Such forward-locking statements involve known and
unknown rls}s, uncertainties and other important factors that could cause the
actual results, performance or achievements of the Group to be materially
different firom future results, performance or achievements expressed or implied
by such forward-locking statements. In particular, forecasting of reserves for
future losses is based on historical experience and future assumptions. As a
result, thev are inherently subjective and may fluctuate based on actual future
experience and changes to current or future trends in the legal, social or

http://www.lohdonstockexchange.com/LSECWS/IFSPagesMarkietNewsPopup.aspx?id=... 10/25/2006
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o |

economic environment. Such forward- looklng statements are based on numercous
assumptions regarding the Group's present and futureibu51ness strategies and the
environment an which the Group will operate in the future. These forward- looking
statements speak only as at the date .of this press release or other information
concerned. A}ea CGroup Holdings (Bermuda) Ltd expressly disclaims any obligations
or undertaklng (other than reporting cbligations 1mposed on us in relation to
our listing on the London Stock Exchange} to dlssemlnate any updates cr
revisions to any forward-looking statements contalned herein to reflect any
changes in the Group's expectations with regard thereto or any change in events,
conditions or circumstances on which 'any such statement is based. References in
this paragraph to the Group are to Alea Group Holdlngs (Bermuda} Ltd. and its

subsidiaries from time to time. |

» This informatién is provided by RNS
The company news service |from the London {Stock Exchange

END ' . '

|

|

London Stock Ex:hanga plc is not responsible for and does not check contention this Website. Wabsite users are
responsible for checking content. Any news item {including-any prospectus) which is addressed solely to the persons and
countries specmerd therein should not be relied upon other than by such persons andior outside the specified

countries. Terms 'and conditions, including restnctlons on use and distributiori apply.
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Company Alea Group Holdings(Bermuday) Ltd
TIDM ALEA
Headline Notice of Resuits
Released 07:00 21-Aug-06
Number 8287H

21 August 2006

Alea Group Holdings (Bermudra) Ltd

}
20 September 2006 Interim Results and ,}Conference Call

)
t

HAMILTON, Bermuda Alea Group Holdings (Bermuda) Ltd. ("Alea” or “the Group™) will announce its interim res
for the six months ended 30 June 2008, on Wednesday, 20 September : 2006

Senior Managernent will brief analysts via conference call at 10am GMT following the release of results earlier
mornlng '

HEHHHE
i

For more inform:fation on Alea, see www.aleagroup.com. For further information, please contact:

Media: Shee! Sawhney Analysts & Investors: Kirk Lusk
+1 860 258 6524 +1 860 258 6566

Financial Dynamics
Robert Bailhache
Nick Henderson

+44 20 7269 7200

Certain statements made in this press release that are not based on current or historical facts are forward-looking
in nature lncludlng without limitation, statements containing words "believes," "anticipates,” “plans," "projects,”
"intends," "expe< ts," "estimates,” "predicts," and words of similar import. All statements other than statements of
historical facts Includlng, without limitation, those regarding Alea Group Holdings (Bermuda) Ltd's financial
position, busmess strategy, plans and objectives of management for future operations (including development
plans and objectives relating to Alea Group Holdings (Bermuda) Ltd's products and services) are forward-looking
statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important
factors that could cause the actual results, performance or achlevements of Alea Group Holdings (Bermuda) Lid
to be materially dlfferent form future results, performance or achtevements expressed or implied by such forward-
- looking statements In particular, forecasting of reserves for future Iosses is based on historical experience and
future assumptlons As a result, they are mherently subjective and may fluctuate based on actual future
experience and changes to current or future trends in the legal, social'or economic environment. Such forward-
looking statements are based on numerous assumptions regarding Alea Group Holdings (Bermuda) Ltd present
and future bus:ness strategies and the environment in which Alea Group Holdings (Bermuda) Ltd will operate in
the future. These forward-looking statements speak only as at the date of the document or other information
concerned. Alea'Group Holdings (Bermuda) Ltd expressly disclaims any obligations or undertaking to disseminate
any updates or r-=ws:ons to any forward-looking statements contained herein to reflect any changes in Alea Group
Holdings (Bermuda) Ltd 's expectations with regard thereto or any change in events, conditions or circumstances

t
|
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on which any such statement is based.

END
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responsible for checking content. Any news item (including any prospectus) whlch Is addressed solely to the persons and
countries speclf‘nd therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms _and conditions, including restrictions on use and distribution apply.
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Company Alea Group Holdings{Bermuda) L.td .
TIDM ALEA ?
Headline Shareholder Notification
Released 10:11 25-Aug-06
Number 11331
;
25 August 2006 ,
1

Hamilton, Bermuda - Alea Group Holdings (Bermuda} Ltd (“Alea”) announced it had been informed on 11 July
2006 of the own=rsh|p by Morgan Stanley Securities Limited of 14,369, 336 Alea common shares, representing
approximately 8i27% of the issued common share capital of Alea. Alea'has 173,710,665 common shares
outstanding and has no treasury shares.

Alea stated that it had been informed by Morgan Stanley Securities lelted that this ownership in Alea shares
was at the close of business on 10 July, 2006. Alea also received an mterlm notification on 26 June 2006 that
Morgan Stanley Securities Limited owned 13,056,836 shares, representlng 7.52% of the issued share capital of
Alea as at the close of business on 22 June 2006.

Morgan Stanley. Securities Limited is a member of the Morgan Stanley group of companies. Those Morgan
Stanley group compames which are direct or indirect holding companles of Morgan Stanley Securities Limited
are, under the terms of Alea’s bye-laws each interested in any shares i in which Morgan Stanley Securities Limited
is interested. .

S i

1
For more information on Alea, see www.aleagroup.com. For further information, please contact:

Media; Sheel Sawhney Analysts & Investors: Kirk Lusk
+1 860 258 6524 +1 860 258 6566
Financial Dynamics
Robert Bailhache/
Nick Henderson
+44 20 7269 7200

Certain statements made in this press release that are not based on current or historical facts are forward-looking
in nature fnc!uc’mg without limitation, statements containing words "believes,” "anticipates,” ‘plans,” "projects,”
"intends,” "expects " "astimates,” “predicts,” and words of similar :mport All statements other than statements of
historical facts including, without limitation, those regarding the Group' s financial position, business strategy, plans
and objectives of management for future operations (including development plans and objectives relating to the
Group's products and services) are forward-looking statements. Such forward-looking statements involve known
and unknown risks, uncertainties and other important factors that could cause the actual resuits, performance or
achievements of the Group fo be materially different from future resuits, performance or achievements expressed
or implied by such forward-fooking statements. In particular, forecasting of reserves for future losses is based on
historical experience and future assumptions. As a result, they are inherently subjective and may fluctuate based
on actual future experience and changes to current or future trends in the legal, social or economic environment.
Such forward-lcrokmg statements are based on numerous assumptions regarding the Group's present and future
business strategies and the environment in wh:ch the Group will operate in the future. These forward-looking

http:/fwww.lohdonstockexchange.com/LSECWS/IFSPages/l\/IarketNe\ivsPopup.aspx?id=. . 10/25/2006
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statements speclk only as al the date of this press release or other mformatron concermned. Alea Group Holdings
(Bermuda) Ltd expressty disclaims any obligations or undertaking {other than|reportfng obhgat:ons imposed on us
in relation to our listing on the London Stock Exchange) to disseminate any updates or revisions to any forward-
fooking statements contained herein to reflect any changes in the Group’s expectattons with regard thereto or any
change in events conditions or circumstances on which any such! statement is based. References in this
paragraph to the Group are to Alea Group Holdings (Bermuda} Ltd. and its subsidiaries from time to time.

END ' ’

L

)

London Stock Ex:hange plc is not responsible for and does not check content'on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) whtch is addressed solely to the persons and

countries speclf‘ed therein should not be relied upon other than by such persons and/or outside the specified

countries. Terms and conditions, including restrictions on use and distribution apply
©2006 L.ondon Stock _xchange ple. Ali rights reserved
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Headlina " Director/PDMR Shareholding :
Released 07:00 01-Sep-06 !
Number 3326l

1 September 2(106 | |

Alea Group Holdings (Bermuda) Ltd
b

Notification of Directors’ Interest Iﬁ Shares

HAMILTON, Bermuda - In accordance with prewously announced planjs Mark Cloutier and Kirk Lusk h 'vq jome :
the Board of D[rnctors of Alea Group Holdings (Bermuda) Ltd. (“Alea” or “the Group ) as Executive Directors:- With
effect from 1 September 2006, |

i
Mark Cloutier’s iand Kirk Lusk’s current shareholdings and interests in shares in Alea are set out below.

Mark Cloutier's Current Shareholdings:
‘ |
None. !

Kirk Lusk’s Current Shareholdings:

Mr Lusk’s Current Holdings of Unexercised Options:

|
!
Mr Lusk owns 2,‘3.005 Common Shares acquired on 2 July 2004, ata cel)st of $USD 4.3467 per common share.
|
I

- i
Date of |f3lan name Options Exercise Exercise Exercis|e Vesting

grant granted period period To price
From
02.07.04 [=xecutive 46,010 02.07.04 01.07.14 | £2.365  20% over 5 years, the
Option and ; first 20% vestingon 7
Stock Plan \ July 2005
24.03.05 IExecutive 65,000 24.03.05 23.03.15 I £1.86 100% vesting on 24
Option and March 2008
Stock Plan '
i
HHEEH :

For more informiation on Alea, see www.aleagroup.com. For further information please contact:

Media: :heel Sawhney Analysts & Investors: ! Kirk! Lusk
+1 860 258 6524 . +’1 860|258 6566

! Financial Dynamics
Robert Ballhache
quk Henderson
+44 20 7269 7200

|
|
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Certain statements made in this press release that are not based on current or historical facts are forward- Iooklng
in nature mcluding without limitation, statements containing words "bel:eves " "anticipates,” "plans,” "projects,”

"intends," "expe.:ts " “astimates,” “predicts,” and words of similar import. All statements other than statements of
historical facts including, wﬂhout limitation, those regarding Alea Group Holdlngs {Bermuda) Ltd's financial
position, business strategy, plans and objectives of management for future operations (including development
plans and ob;eciwes relating to Alea Group Holdings (Bermuda) Ltd's produqts and services) are forward-looking
statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important
factors that coul:l cause the actual results, performance or achievements of Alea Group Holdings (Bermuda) Ltd
to be materially :1|fferent form future results, performance or achievements expressed or implied by such forward-
looking statements. In particular, forecasting of reserves for future losses is |based on historical experience and
future assumptions. As a result, they are inherently subjective and may fluctuate based on actual future
experience and changes to current or future trends in the legal, social or economlc environment. Such forward-
looking statements are based on numerous assumptions regarding Alea Group Holdings (Bermuda) Ltd present
and future business strategies and the environment in which Alea Group Holdings (Bermuda) Ltd will operate in
the future. Thece forward-looking statements speak only as at the date of|the document or other information
concerned. Alea Group Holdings (Bermuda) Ltd expressly disclaims any obligations or undertaking to disseminate
any updates or revisions to any forward-looking statements contained herein to reflect any changes in Alea Group
Holdings (Bermuda) Ltd 's expectations with regard thereto or any change in ‘events, conditions or circumstances
on which any suzh statement is based.

|
I
!
END

|
i
|
I
'
|
b
'

Close
London Stock Exn-hange plc Is not responsible for and does not chack content ‘on thls Webhsite. Website users are
responsible for check[ng content. Any news item (including any prospectus) which i ls addressed solely to the persons and
countries SpGCIfIEd therein should not be relied upon other than by such persons andior outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2006 London Stock Sxchange plc. All rights reserved
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RNS Number:61081
Alea Group Holdings (Bermuda) Ltd
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Company Alea Group Holdings{Bermuda) Ltd | ;

TIDM ALEA |

Headline Major Interest in Shares !

Released 07:01 07-Sep-06 !

Number 6108l i
|
I

7 September 2006

Notification of Major Interest in Shares
i

Hamilton, Bermuda - Alea Group Holdiﬁgs {Bermuda} Ltd {"Alea") announced it had
been informed on & September 2006, of the ownership by Mo%gan Stanley Securities
Limited of 12,992,318 Alea common shares, representlgg approxlmately 7.48% of
the issued common share capital of Alea. Alea stated;that] it had been informed
by Morgan Stanley Securities Limited that this ownershlp 1n Alea shares was at
the close of business on 5 September 2006. Alea has 173 710 665 common shares
outstanding and has no treasury shares. !
1

' |
Morgan Stanley Securities Limited is a member of theIMorgan Stanley group of
companies. Those Morgan Stanley group companies whlch ar% direct or indirect
holding com@anles of Morgan Stanley Securities Limited are, under the terms of
Alea's bye- laws each interested in any shares in whlgh Morgan Stanley Securities
Limited is interested. l

I
i
}

HHE#AH

I} r- 4 3 4 I3
For more information on Alea, see www.aleagroup.com. r |further information,

please contact:

|
.

: .
Media: Sheel Sawhney +1 860 258'6524
Analysts & investors: Kirk Lusk +1 860 258 6566

Financial Dinamics: +44 20 7831 3113

Robert Bailhache
Nick Henderson

I
I
|
|
i
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Certain statements made in this press release that are not based on current or
historical facts are forward-looking in nature inclu@ing,lwithout limitation,
statements containing words "believes, " “ant1c1patesl" “plans " r"projects,"
"intends," "=xpects," "estimates," "predicts," and words ?f gimilar import. All
statements other than statements of historical facts 1nclud1ng, without
limitation, those regarding the Group's financial p051t10n business strategy,
plans and objectives of management for future operatlons (1nclud1ng development
plans and objectives relating to the Group's products and|serv1ces) are
forward-looking statements. Such forward-looking statements involve known and
unknown rlsks, uncertainties and other important factors that could cause the
actual results, performance or achievements of the Group to be materially
different from future results, performance or achlevéments expressed or implied
by such forward locking statements. In particular, forecastlng of reserves for
future losses is based on historical experience and future assumptions. As a
result, they are inherently subjective and may fluctuate based on actual future
experience and changes to current or future trends 1n the|legal, social or
economic environment. Such forward- looking statements are|based on numerous
assumptions regarding the Group's present and future;bu51ness strategies and the
environment in which the Group will operate in the futureI These forward-looking
statements speak only -as at the date of this press release or other information
concerned. Alea Group Holdings (Bermuda) Ltd expressly dlSClalmS any obligations
or undertak1ng {other than reporting obligations 1mposed on us in relation to
our listing on the London Stock Exchange) to dlssemlnate any updates or
revisions to any forward-looking statements contalned herein to reflect any
changes in the Group's expectations with regard thereto or any change in events,
conditions or circumstances on which :any such statement is based. References in
this paragraph to the Group are to Alea Group Holdlngs (Bermuda) Ltd. and its
subsidiaries from time to time.

I
i
|
|
!

This information is provided by RNS
The company news service from the LondoniStock Exchange

END i

I
London Stock Exthange plc Is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons and
countries speclflud therein should not be relied upon other than by such parsons andlor outside the specified
countries. Terms'and conditions, including restrictions on use and dlstnbuhon apply!

©2008 London Stock Exchange plc All Aghts reserved
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Regulatory Announcement

Go to market news section fn
Company Alea Group Holdings{Bermuda) Ltd
TIDM ALEA
Headline Block Listing Announcement
Released 16:45 04-Sep-06
Number 46121
4 September 2006

ALEA GROUP HOLDINGS (BERMUDA) LT

| . (the “Company”)
Block Listing i

Application has today been made to the UK Listing Authority for a Block Listing of 72,818 comn
each in Alea Group Holdings (Bermuda) Ltd. to trade on the London Stock Exchange and to be
official list upon issue. *

The Block Llstlng has been made in respect of 72,818 shares that fall to be issued under The A
Option and Siock Plan pursuant to grants of Restricted Stock Units.

These shares when issued will rank pari passu in all respec?s with the existing issued common
' |

i

Enquiries : !
George P. Juldd ,

Alea Group Holdings (Bermuda) Ltd.
001 860 258 7550

END |

|

London Stock Exchange pic is not responsible for and does not check content!on this Woebsite. Website users are
responsible for checking content. Any news item ({including any prospectus) whlch is addressed solely to the persons and
countries specifmd therein should not be relied upon other than by such persons andlor outside the specified

countries. Terms and conditions, including restrictions on use and distribution apply.

©2006 London Stock :xchange plc. Al ights reserved
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|
|
Go to market new’s section | ] &
Company Alea Group Holdings{Bermuda) Ltd 1
TIDM ALEA ;
Headline Notice of Results _ ' ’
Released 11:53 07-Sep-06 |
Number 6343 i
|

RNS Number:53431
Alea Group Hbldings(Bermuda) Ltd
07 September 2006 ‘ :

7 September 2006 ;
t
Alea Group Holdings (Bermuda)JLtd

Update - 2006 Interim Results Conference Qall and Web Cast
1 E
HAMILTON, Bermuda - Alea Group Heldings (Bermuda) Ltd. ("ﬁlea" or "the Group")
will announce its interim results for the six months!ended 30 June 2006 on
Wednesday 20 September 2006.

E

. o |
Senior management will brief analysts via conferencefcall at 10am BST (9am GMT)
following the release of results earlier that morning.
The dial-in number for the conference call is +44 20|8322 2048. Participants can
also access the call via web cast at www.aleagroup.com.

"HRfHHR

please contdct:

Media: Sheel Sawhney
+1 860 258 6524

Analysts & Investors: Kirk Lusk
+1 860 258 6566

For more information on Alea, see www.aleagroup.com.iFor further information,
i
|
}
|

'

)

Financial Dynamics )

Robert Bailhache

Nick Henderson. !

+44 20 7831 3113 I
' i

I
Certain statements made in this press release that are not based on current or
historical 1acts are forward- 1ook1ng in nature 1nc1ud1n94 w1thout limitaticn,
statements contalnlng words "believes," “ant1c1pates|' "plans," "projects,"
"intends," "expects," "estimates," "predicts," and wordslof gpimilar import. All

statements other than statements of historical facts; including, without
limitation, those regarding Alea Group Holdings (Bermuda) Ltd's financial

|

| http://www.loildonstockexchange.com/LSECWS/IFSPages/Mark:etNevlvsPopup.aspx?id=... 10/25/2006
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position, business strategy, plans and objectives of management for future
operations (including development plans and objectives relating to Alea Group
Holdings (Bermuda) Ltd's products and services) are forwaid-looking statements.
Such forward-looking statements involve known and unknown|risks, uncertainties
and other important factors that could cause the actual results, performance or
achievements of Alea Group Holdings (Bermuda} Ltd to be materlally different
form future results, performance or achievements expressed or implied by such
forward-looking statements. In particular, forecasting of} reserves for future
losses is based on historical experience and future assumptions. As a result,
they are inherently subjective and may fluctuate based on| actual future
experience and changes to current or future trends in the| legal, social or
economic environment. Such forward-looking statements are| based on numerous
assumptions regarding Alea Group Holdings (Bermuda) Ltd present and future
business strategies and the environment in which Alea Gropp Holdings ({Bermuda)
Ltd will operate in the future. These forward-looking staFements speak only as
at the date of the document or other information concerned. Alea Group Holdings
{(Bermuda) Ltd expressly disclaims any cbligations or unde%taking to disseminate
any updates or revisions to any forward-looking statéments contained herein to
reflect any changes in Alea Group Holdings (Bermuda} Ltd |'s expectations with
regard thereéto or any change in events, conditions or circumstances on which any
such statement is based. : '

1

This information is provided b9 RNS
The company news service from the London: Stock Exchange

END

Close:
London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item {including any prospectus) which i |s addressed solely to the persons and
countries specmad therein should not be relied upon other than by such persons andlor outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply

©2006 London Stock Exchange pic. All ights reserved
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Regulatory Announcement

Go to market news: section A O
Company Alea Group Holdings(Bermuda) Ltd '
TIOM ALEA
Headline Interim Results |
Released 07:00 20-Sep-06 |
Number 1993J i
20 September 2006 ’
Alea Group Holdings (Ben’nuda)!Ltd
interim results for the six months ended SQ June| 2006
i nnoun interim resul rovi n update on run ff

Financial Performance i

Net |nsuranc e premium revenue far the six months ended 30 June: 2006 was $209.7 million' (30 June 2005:
$610.7 mllhon) with the reduction reflecting the impact of the Group s decision to cease writing new/renewal

business ancl place its operations into run-off. S

« Loss after tax for the six months ended 30 June 2006 was $10.7 mllhon2 (six months ended 30 June 2005:
profit of $19.5 million).

e Netasset velue of $2.57 per share3 (£1.40 per share) compared wnth 30 June 2005 of $4.12 per share (£2.28
per share). i

« Net asset value at 30 June 2006 was impacted by cumulative unrealised losses on investments of $49.3
million {30 June 2005: cumulative gains of $17.2 million). '
Basic and dlluted loss per share of $0.06 (30 June 2005: earnings per share of $0.11).4
investment rncome of $49.2 million (30 June 2005: $43.0 million). {
Insurance contracts liabilities decreased from.$2,872.5 million at 31 December 2005 to $2,451.7 miltion at 30
June 2006. |

«  Other operatlng expenses for the six months: ended 30 June 2006}were $42.5 million compared with $61.2°
million in the'six months ended 30 June 2005.

¢ Limited ad\ferse development (net of commutations} of $3.1 mlllIOI‘l representing 0.1% of gross claims
outstanding.

»  During the [period, the Group entered into an agreement to sell ‘Alea North America Specialty Insurance

Company (“ANASIC") to a member company of Praetorian Frnanmal Group Inc. (“Praetorian”).8

2006 performance remains within the financial covenants under the! Group’s bank credit agreement.

Run-off

|

Following the arinouncement of the Group's intention to cease underwntrng and place its insurance operations
into run-off, the Group adopted a run-off plan that inciudes a proact:ve cost|management programme including
consclidation of lr:ertarn operations to improve operational efficiency, and an aggressive claims management and
commutation strategy. The key elements of the plan are to preserve net assets through effective management of
the run-off of the: Group’s balance sheet, manage other operating expenses and finance costs to levels less than
or equal to mvestment income by year end 2007, and ultimately return caprtal to shareholders.

Effective 1 September 2006, Mark Cloutier was appointed Chief Executive [Officer of the Group and with Kirk
Lusk, Group Ch|-=f Financial Officer, joined the Board of Directors. |
|
Outlook i
!
The Group's performance for the first half of 2006 with respect to commLtations is on plan. In addition, headcount

|
I

¢
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and expenses are running as expected. Notwithstanding our performa'nce there can be no certainty as to the
timing or amounis of future distributions to shareholders. Any future dlstnbutlons will be subject to execution of
commutations on economic terms acceptable to the Group, appropriate regulatory approvals being obtained to
fund intra-group distributions, applicable legal restrictions, repayment of the Groups $150 million term loan and
$50 million revolver and the retention of adequate capital to meet other obligations.

1

Comments of John Reeve, Non-executive Chairman of the Board of Directors:
!

“The first half of 2006 has been a challenging time for Alea, despite which the Group’s results and run-off strategy
are on plan. The Group is making progress in its efforts to reduce volatility in the balance sheet while at the same
time achieving the operating efficiencies needed to sustain a successful run-off We are pleased with the
partnership of Mark Cloutier as Group CEQ and Kirk Lusk as Group CFO and welcome them as executive
members of the Board of Directors.

The Company’ Has not proposed an interim dividend for 2006.”

Comments of M:grk Cloutier, Group Chief Executive:

“The Group's oparating results excluding finance costs are slightly better than plan, which is encouraging given
the significant changes implemented in the transition to run-off. We made conswderab!e improvements in the areas
of staff and orcramsataona! restructuring, claims and commutation strateg:es and expense and cash flow
management. Addmona! progress has been made with respect to' reducmg volatility in the portfolio and
accelerating our ‘exit from active exposures through commutations and uneamed premium cut-offs. As we move
" ahead, we will remain keenly focused on expense reduction initiatives, further embedding of cash and claim
management stritegies, and an acceleration of commutation activity.”

[

Notes
1. Except where specifically indicated all statements refer to the six months ended 30 June 2006 or 2005.
2. These results have: been prepared on a going concern basis. The direclors consider this to be the appropriate basis as set forth in Note 2
of the Financial Statements.
3. £1.40 per share at an exchange rate of $1.83=£1 (2005: £2.28 per share at an exchange rate of $1.81 = £1),
4, Weighted average number of ordinary shares of 173.7 million (at 30 June 2005: 174.4 million). |
5. The $61.2 million is stated after adding back $25.0 million of expenses that were reclassified at 30 June 2005 from other operating
expenses to acqmsm:m costs in accordance with IAS 1 ‘Presentation of Financial Statements’.
6. Both the sale anc any subsequent distribution of proceeds are subject to regulatory approval and other customary conditions. Alea will
contlnue to administer the run-off of the in force business as of the closing date.
7. “Company” refers (o Alea Group Holdings (Bermuda) Ltd only. “Group” refers to Alea Group Holdings (Bermuda) Ltd, and all subsidiaries,

Financial information presented herein has been prepared in accordance with International Financial Reporting
Standards (“ IFR“") and is unaudited.

Senior managemient will be briefing analysts today by conference call at:10:00|am (BST time).

Conference telephone number +44 208 322 2048

For more information on Alea see www.aleagroup.com. For further information, please contact:

Media: Sheel Sawhney Analysts & Investors: Kirk Lusk
+1 860 258 6524 +1 860 258 6566

Financial Dynamics
Robert Ballhache
Nick Henderson

+44 20 783113113

Past performance cannot be relied upon as a guide to future performance.

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?id=...  10/25/2006
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Certain statements made in this document that are not based on current or historical facts are forward-looking in nature including, without
limitation, statements containing words "believes,” "anticipates.” "plans,” “"projects,” "intends,” "expects,” "estimates,” "predicts,” and words of
simitar import. All st:ltements other than statements of historical facts including, without limitation, those regarding the Group's financial
position, business stmtegy, plans and objectives of management for future operations (mcludmg development plans and objectives) are
forward-looking statements Such forward-locking statements involve known and unknown risks, uncertainties and other important factors that
could cause the actual results, performance or achievements of the Group to be materially dlfferent from future results, performance or
achievements expressed or implied by such forward-locking statements. In particular, forecaslmg of reserves for fulure losses is based on
historical experience and future assumptmns As a result they are |nherently subjective and may fluctuate based on actual future experience
and changes to current or future trends in the legal, social or economic environment. Such forward-looking statements are based on numerous
assumptions regardmg the Group's present and future business strategies and the enwronment |n which the Group will operate in the future.
These forward-lockinyg statements speak only as at the date of this document or other information concerned Alea Group Holdings (Bermuda)
Ltd expressly disclaims any obligations or undertaking (other than reporting obligations imposed on us in relation to our listing on the London
Stock Exchange) to mssemmate any updates or revisions to any forward-looking slatements contamed herein to reflect any changes in the
Group's expeclahon= with regard thereto or any change in events, conditions or circumstances on which any such statement is based.
References in this paragraph to the Group are to Alea Group Holdings (Bermuda) Ltd and 1ts subsidiaries from time to time.

Financial Review

s

Unaudited consfolidated income statement !

1

Six months ended Year ended
30 June 2006 30 June 2005 31 December 2005
_ $'million . $’mllhon $'million
Gross premiums written (37.9) i 855.3 997.5
Revenue :
Premium revenue 270.8 723.9 1,347.8
Premium ceded to reinsurers (61.2) | {(113.2) (261.1)
Net insurance/premium revenue 209.7 f 610.7 1,086.7
!
Fee income 0.4 ! 1.3 3.0
Investment income 492 : 43.0 89.1
Net realised (losses)/gains on financial ; 3.6
asseis (1.4) i 0.7
Net realised gains on sale of renewal rights 0.9 - 61.1
Total revenue 258.8 " 658.6 1,240.6
i
Expenses ‘ ]
Insurance claims and loss adjustment 176.3 485.0 1,146.6.
expenses ;
Insurance claims and loss adjustment (27.4) i (72.4) (227.4)
expenses recovered from reinsurers .
Net insurance claims 148.9 : 4126 919.2
Acquisition costs 64.2 : 174.8 335.8
Other operating expenses 42 5 36.2 95.4
Restructuring costs 1.6 - 22.4
Total expenses 257.2 : 623.6 1,372.8
Results of operating activities 1.6 \ 35.0 (132.2)
Finance costs {16.0) | (9.1) {19.9)
(Loss)/profit before income tax {14.4) i 289 (152.1)
Income tax credit/(expense) 3.7 + {6.4) (26.8)
|
http://www.londonstockexchange.com/L.SEC WS/IFSPages/MarketNewsPopup.aspx?id=...  10/25/2006
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19.5 (178.9).

(Loss)/profit on ordmary activities after {10.7)
income tax fonthe period .

Performance inclicators and comparison to_prior periods

The Group ceased underwriting new and renewal business and was placed into run-off in the fourth quarter of
2005. The Group's business has therefore changed significantly and as a resuit certain performance comparisons
with prior per|0d= may become less meaningful. In this report, the Group has modified some of the prior period

comparisons to make them relevant to the business in its current state. Going | forward, the relevance of period-to-
period compansc ns included in Group reporting will be considered in light of the Group's run-off strategy with the
objective of making only meaningful and usefu! comparisons.

i

|

I

. I

Reserves and claims |
i

At 30 June 2006 the total insurance contracts balance comprising gross cialms outstanding, claims handling
provisions, dlscount on claims and claims handling provision and provisjon for unearned premiums was $2,451.7
million, a decreat e of 18.8% from 30 June 2005 ($3,019.4 million) andla decrease of 14.6% from 31 December
2005 ($2,872.5 mllllon) The claims outstanding, net of reinsurance at 30 June 2006 was $1,344.8 million. This is
a decrease of 5.9% compared with 31 December 2005 ($1,429.4 mllhon) but is an increase of 15.6% from
$1,163.5 million as at 30 June 2005. This increase reflects the fact that{ the Group was still an ongoing business

during the second half of 2005. ;
The balances are: analysed below: ;
{
Asat | As at As at
30 June 2006 30 June 2005 31 December
2005
. : $'million $’million $'million
Gross claimsfoutstanding '
Provision for :laims outstanding, reported and 2,415 2,231.8 2,531.9
not reported
Discount , (127.7) {155.7) (133.4)
' 2,2874 2,076.1 2,398.5
Claims handlirig provisions 255 ! 226 30.4
Total gross claims outstanding 2,3129 | 2,098.7 2,428.9
Provision for iinearned premiums on insurance 138.8 | 920.7 443.6
contracts |
Total insurance contracts ' 2,451.7 | | 3,019.4 28725
. |
Aggregate excess reinsurance i
Provision for claims outstanding, reported and 3213 ) 435.0 343.3
not reported ;
Discount _ _ (9.9) (30.6) (11.3)
Net aggregate excess reinsurance 312.2 | [ 404.4 332.0
S ' i
Other reinsurance l
Provision for claims outstanding, reported and 659.8 : 538.0 673.0
not reported |
Discount ' (3.9 . (7.2) {5.5)
Net other reinsurance 655.9 | | 5308 667.5
|
Total reinsurance |
Provision for ‘claims outstanding, reperted anq 981.1 } 973.0 1,016.3
e
|
| |
http://www.lonfdonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?id=... 10/25/2006



Market News ‘ Page 5 of 40

not reported '

Discount (13.0) ‘ (37.8) (16.8)

Total reinsurers’ share of claims outstanding 968.1 | | 935.2 999.5

Provision for unearned  premiums on 329 . 89.8 58.1

reinsurance contracts 1

Total reinsurance contracts ' 1,001.0 | | 1,025.0 1,057.6

Claims outsta:nding, net of reinsurance (

Before discount - 1,459.5 | 1,281.4 1,546.0

Discount (114.7) | {(117.9) (116.6)

Claims outstanding, net of reinsurance ‘ 1,3448 | 1,163.5 1,429.4
%

The following tahle presents the Group's booked gross loss and loss expense reserves before claims handling
provision as at 30 June 2006 by class of business. i

General Motor Workers’ Professional Property MAT Total
$'million i liability comp. :
1999 and prior’ 115.0 56.0 358 1'16 34.5 100.2 3431
2000 A 382 14.5 13.9 27.1 89 25.0 1276
2001 345 14.2 19.2 27.7 6.1 14.8 116.5
2002 43.0 245 10.7 55.14 88 64 149.8
2003 50.7 46.0 8.0 435 11.8 6.8 166.8
2004 67.7 77.0 13.9 72.%3 323 04 263.6
2005 i 32.0 76.8 . 46 435 164.3 1.2 322.4
Total reinsurance 3811 309.0 106.1 2711 267.7 154.8 1,489.8
reserves ' ?
Insurance 266.8 96.3 2241 36.}1 40.4 - 664.0
reserves . J -
Total non-life 647.9 4053 330.2 307.5 308.1 154.8 2,153.8
reserves . .
Life structured ‘ i 246.3
settlements i
Life reinsurance f- | 21.6
Sale of ANASIC ' | (6.6)

Total reserves t 2,415.1

The following takle analyses Alea’s gross reserves between incurred but not reported ("IBNR") and case as at 30
June 2006. The msurance and reinsurance splits are in line with the Group s typlcal business tail and the relative
maturity of the respective books. !

Percentage Insurance Reinsurance Total
Case 39% | 53% 49%
IBNR 61% ! 47% 51%
Total _ 100% [ 1100% 100%

Adverse development f
During the six m:)nths ended 30 June 2006 the Group experienced detenoratlon net of commutations in the gross
reserves of $3.1 million ($2.2 million net of reinsurance). i

|

As permitted by IFRS 4, categories of claims provisions where the expeicted average interval between the date of

Loss reserve discount
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settlement and the balance sheet date is in excess of four years may|be discounted at a rate which does not
exceed that expe cted to be earned by assets covering the provisions. As at 30 June 2006 25% of the Group's
gQross reserves were discounted at a rate of 4.5%. - |

|
As at 30 June 2006 the Group's total net discount was $114.7 million (30 June 2005: $117.9 million). This is
expected to redw,e towards zero over the duration of the normal course'payout of the reserves. The unwinding of
the discount will be charged to insurance claims and loss adjustment expenses in the income statement as the
remaining expected duration drops below the UK GAAP qualified level as perm litted by IFRS 4.

Incom mmm !
1
|

Gross premlurn' 3 written and net insurance premlum revenue

Gross premiumswritten ("GPW"} in the six months ended 30 June 2006 were $(37.9) million (six manths ended”
30 June 2005: 5855 3 million) reflecting the canceliation of poI|C|esE wrltten in prior periods. Net insurance
premium revenue reduced by 66% to $209.7 million in the six months ended 30 June 20086 (six months ended 30
June 2005: $61() 7 million). This is primarily due to the Group's demsnon fo cease writing new and renewal
business resulting in a reduction in premium. t

Premiums written generally take three years to earn through the mcome statement. These patterns differ by
business class and operational unit. Overall, they approximate 40% in the ﬁrst 55% in the second and 5% in the
third year. As at, 30 June 2006 the Group had net unearned premlums; of $105 9 million (30 June 2005: $830.9
million). The Groiup anticipates that no significant insurance premium revenue will be recognised in 2008 as the
majority of unearned premium will have been released and recognised as revenue by 31 December 2007.

The Group has assessed its 30 June 2006 deferred acquisition cost asset ("DAC”) of $30.0 million {30 June 2005:
$228.7 million) as fully recoverable and as a result has not recorded any DAC write-off in its six months to 30
June 2006 i mcome statement.

Fee income

Fee income in the six months ended 30 June 2006 was $0.4 miliion compared with $1.3 million recorded in the
same period in 2'005 Fee income represents mcome arising on structured relnsurance and insurance contracts
without signifi icant transfer of insurance risk. These contracts are accounted foron a deposit accounting basis.

|
|

Investment income and realised gains and losses |

Investment mcorne in the six months ended 30 June 2006 was $49.2 million; 14% ($6.2 million) higher than the
$43.0 million recorded in the six months ended 30 June 2005. The growth recorded reflects 4.0% investment
income in the so months ended 30 June 2006 on average invested assets of($2,331 million compared with 3.6%
investment incore in the six months ended 30 June 2005 on average mvested assets of $2,312 million.

Net realised Ioss;;es on financial assets were $1.4 million in the six months ended 30 June 2006 compared with
$3.6 million realized gains in the six months ended 30 June 2005. |

Net realised gains on sale of renewal rights !

|
The Group completed three renewal rights transactions in the fourth quarter of 2005. These were accounted for
as net realised 3ains on sale of renewal rights of $61.1 million, whlch was recognised in the year ended 31
December 2005, and represents the directors’ valuation at fair value of the business sold. Subsequently, an
additional $0.9 rmlllon has been recognised in the six months ended 30 June 2006. These amounts reflect the
discounted estlmated future cash flows arising from specified percentages of applicable commissionable
premiums wrltten over the applicable period. In determining the fair market value of renewal rights sales, the
Board con5|dered the prior production and growth of the busmesses sold| externa! projections and a recent
assessment of the businesses sold. The fair market value of the renewal rlghts is dependent upon receipt of
commissionable{premium on applicable business which is periodically evaluated by the Board.

The table below summarises each transaction: !

http://www.lon:donstockexchange.com/LSECWS/IFSPages/Markf::tNewsPopup.aspx?id=... 10/25/2006
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!
f
Transaction Completion date 2006 income ($’m!illion)‘ 2005 income ($'million)
London/Canorius 5 Dec 2005 i -i 8.0
AARIAMTrust 14 Dec 2005 ; 1 47.0
Europe/SCOR 19 Dec 2005 109 6.1
Total | 09 61.1

[
To date the GroUp considers that the accruals above are reasonable and has recelved in cash $20.1 million of the
estimated total cf $62.0 million. The outstanding balance consists of $37 0 million due from AmTrust and $4.9
million due from .,anoplus |

Insurance glgim’s and loss adjustment gxpgnggé l

In the six months ended 30 June 2006 the Group incurred net msurance claims and loss adjustment expenses of
$148.9 million (six months to 30 June 2005: $412. 6 million). |
The claims outstanding net of reinsurance at 30 June 2006 were $1,344.8 (at 31 December 2005: $1,429.4
million), which ecjuates to a decrease of $84.6 million in the six month period.
. I
Acquisition costs i
!
Acquisition costs are costs are directly associated with the acquisition of insurance and reinsurance contracts
including brokerage, commissions, underwriting expenses and other acqu1srt|on costs. They are deferred and
amortised over the period of contract, consistent with the earning of premlum

|
Given that the Group is no longer accepting new insurance risk, and is releasmg its unearned premium reserves
as the risk assoc; iated with those premium receipts is extinguished, acqursmon costs are expected to decrease.

In the six months ended 30 June 2006 total acquisition costs were $64.2 million (six months ended 30 June 2005:
$174.8 million).

I

|

her operating expen - !

|

The Group plaris to reduce other operating expenses so that in any given period they are less than total
investment rncome in that period net of finance costs. To the extent that investment income net of discount
released does not offset other operating expenses the Group will establish a run-off provision. The current Group
projections mdrcate that a run-off provision is not requrred

in the six montns to 30 June 2006 other operatrng expenses were $42 5 million. This compares with other
operating expenses in the six months to 30 June 2005 of $36.2 million whrch were stated net of a $25.0 million
reclassification from other operating expenses to acquisition costs. Thrs accountlng treatment was performed to
comply with IAS 1 ‘Presentation of Financial Statements’ and represents premrum related expenses. As the
Group is now in run-off, the equivalent reclassification is no longer requr'red

|
i

Restructuring costs in the six months ended 30 June 2006 were $1. 6 million (year ended 31 December 2005:
$22 .4 million). Tne Group anticipates headcount at the end of 2006 will be less than 200 and will reduce further in
line with reserves and invested assets.

Restructu ring costs

i
[
Included are redundancy costs incurred of $4.1 million for severance payments made to employees who were not
part of the onglnal restructuring plan as disclosed at 31 December 2005.

Restructuring costs also include a credit of $2.5 mlllron which results from Alea North America's sublease of its
empty offices in Wilton and a resulting reversal of part of the prewously recognised provision for onerous
contracts. |

|
{
|
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Results of operatin iviti

In the six months ended 30 June 2006, results of operating activities were a prof it of $1.6 million compared with a
profit of $35.0 million in the six months ended 30 June 2005 refiecting the transition into run-off detailed above.

'

Finance costs

Finance costs include investment expenses, foreign exchange movements and debt interest. In the six months
ended 30 June ’006 total finance costs were $16.0 million, compared Wlth‘$9 1 million recorded in the same
period in 20056. The majority of this increase results from a rise in interest rates. As is detailed in the section on
Financing Facilitizs, interest is charged at LIBOR plus 285 basis points on the trust preferred facility and at LIBOR
plus 120 basis points on the three-year bank facility. The Group was also 5|gn|f cantly impacted by the weakening
of the dollar in th European operations.

Loss before inc-'ame tax

Loss before income tax was $14.4 million in the six months ended 30 June 2006 compared with a profit of $25.9
million in the six months ended 30 June 2005. This reduction reﬂects the change in the results of operating
activities noted above and the transition into run-off.

Income tax expense !

The income tax credit in the six months ended 30 June 2006 was $3.7 million, compared with a charge of $6.4
million in the six months ended 30 June 2005. The effective tax rate was 25.9% in the six months ended 30 June
2006 (six months ended 30 June 2005: 24.8%). The impact of the tncome tax credit on the income statement is
summarised as follows:

J
i

Six months ended Six months ended Year ended
30 June 2006 30 June 2005 31 December 2005
$’million . $'million $'million
Current tax i
{credit)/charge: '
UK corporation tax 0.3 ' 0.4 -
Foreign tax (2.1) : 6.4 {0.2)
Total current,fperiod (1.8) : | 6.8 {0.2)
Deferred tax (credit)/charge: (1.9 (0.4) 27.0
, —
Total incomeitax (3.7) 1 6.4 26.8
(credit)iexpense '
' i

In the year endad 31 December 2005 the Group wrote off the majority of its deferred tax assets to reflect
uncertainty over future profitability. Consequently, the Group's Swiss and lUK entities have significant trading
losses carried forward in respect of which no deferred tax assets have been recognised.

In the six months to 30 June 2006 the Group’s North American entities made a pre tax loss of $13.3 million. As a
result of these allowable tax losses, the Group has reversed a previously recognused deferred tax liability of $1.9
million and has zlso recognised a current tax recoverable of $2.8 million.

I
The corporation tax for the interim periods ended 30 June 2006 and 30 June 2005 was calculated so as to
represent the best estimate of the weighted average annual corporation tax rate expected for the full financial
year. |

Loss on ordinar iviti rincometax - i
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Loss on ordinary activities after income tax in the six months ended 30 June
with a profit of $13.5 million in the six months ended 30 June 2005.

Loss per share

Page 9 of 40

2006 was $10.7 million, compared

Basic and fully diluted loss per share for the six months ended 30 June 2006 was $0.06 per share (six months

ended 30 June 2005; earnings per share: $0.11). [

Dividend

The Company will not be paying an interim dividend for the 2006 ﬁnanciaitl year:

Balance sheet

Total assets

Total assets as at 30 June 2006 decreased by 16% to $3,769.5 million ffom $4,513.5 million at 30 June 2005.

Net assets |

Net assets (shareholders’ funds attributable to equity interests) at 30 June 2006 were $447.1 million (30 June
2005: $718.3 million). Net assets per share were $2.57 (30 June 2005: $4. 12) At the 30 June 2006 exchange
rate of $1.83= £1, net assets per share were £1.40 (30 June 2005: £2.28 at an exchange rate of $1.81 = £1). Net
assets have remamed relatively stable compared with the position at 31 December 2005 {$490.4 million) after
taking into consideration the impact of interest rate movements on the investment portfolio described befow.

Reinsurance recoverables

Total reinsurers' share of claims outstanding was $968.1 million at 30 June 2006 ($935.2 at 30 June 2005). The
2005 offset by the commutation of

increase is pnm:mly due to catastrophe losses incurred in the second half of,
the Inter-Ocean adverse development and aggregate excess of loss covers

1
Invested assets

i
The Group's invistment strategy emphasises a high quality diversified portfolio of liquid investment grade fixed
does not currently consist of equity
or real estate investments, but the Group may, in the future, invest in other asset classes on a modest basis as

income securities as a method of preserving capltal The investment portfolio

part of a continuing conservative investment strategy.

At 30 June 2006 the value of avaitable for sale investments was $1,980.7 million, compared with $2,123.5 million

at 30 June 2005.

Of total invested assets $1,971.6 million (30 June 2005: $2,092.0 ‘million) is managed by third-party fund
marnagers with the asset mix shown below. The remaining invested assels of $9.1 million include predominantly

mutual funds invasted in fixed income securities.

Asset class _ ' 30 June 2006

30 June 2005
US governmeitt ' 28% 27%
US mortgage i 20% 20%
EU and Switzerland government and corporate . | 16% 16%
US corporate i : 1% 12%
Asset backed securities . 5% 8%
US municipalities : 1% 11%
Canadian government and provinces 3% 2%
Cash and other _ 16% 4%
Total _ : | 100% 100%

10/25/2006
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At 30 June 2006 the Group's investment portfolio had an average duration of 2.6 years (30 June 2005 3.4 years).
The Group 1ntencs to monitor the.average duration of the portfolic to prowde llqwdlty anticipated to be required to
support the Group s run-off strategy.

In the first half 01 2006 the Group achieved a total gross return on the linvestment portfolio of 0.8% (six months
ended 30 June ¢005 4.9%). The investment return comprised 4.0% mvestment income (six months ended 30
June 2005: 3.6%), 0.1% realised loss {six months ended 30 June 2005 galn ‘of 0. 3%) and 3.1% unrealised loss
(six months ended 30 June 2005: gain of 1.0%) on average invested assets of $2,331 million {six months ended
30 June 2005: $2 312 million). _ , i

At 30 June 2006 all of the Group's fixed income portfollo was rated A or Letter and 98% was rated AA or better by
either Standard E; Poor's or Mocdy's. The portfolio had a weighted average rating of AAA based on ratings
assigned by Standard & Poor's or Moody's. Other than with respect}to US Canadian and European Union
government and Iagency securities, the Group's investment guidelines limit |ts aggregate exposure to any single
issuer to 5% of |ts partfolio. All securities must be rated A or better at the tlme of purchase and the weighted
average rating requnement of the Group's portfollo is AAA. There were no investment write-offs in either 2005 or
the first half of 2006. | |

There are pledges over certain investments for the issuance of letters ojf credit in the normal course of business.
As at 30 June 2006 the pledges covered assets’ of $425.2 million (30 June 2005: $286.4 million}. In addition
$132.3 million (3() June 2005: $104.2 million) is held as statutory deposits for Iocal regulators and a further $762.0
miilion (30 June :2005: $805.9 million) is held in trust for the benefit of pohcy holders inctuding $286.5 million (30
June 2005: $435|9 million) that Alea (Bermuda) Ltd has placed in trust onh behalf of Alea North America Insurance
Company.

As at 30 June 2006 the Group held Société d'Investissement a Capﬂe!l Variable (“SICAV”") of $51.8 million (30
June 2005: $40.£ & million} pledged for the benefit of French and Belgian cedants These SICAVs are mutual funds
invested in European fixed income securities with average credit quality of AAA and duration of approximately five
and a half years.

]
Capital management |
1

Financing facil'iies 1

The Group ralsed $100 million of hybrid capital in December 2004 and a further $20 million in early January 2005.
This capital is in s he form of 30-year hybrid trust preferred securities pnced at lIBOR plus 285 basis points.

At 30 June 20086 the Group had $150 million outstandtng under its term loan facility and $50 million outstanding
under its revolveu facility. Interest is charged at LIBOR plus 120 basis pomts on the three-year bank facilities. The
bank facilities are- due in September 2007.

The Group's bank facilities are subject to covenants including tangible m|n1mum net equity, debt-to-capitalisation
ratio limitations, limitations on granting of Ilens limitations on payments of dividends, limitations on other
disposition of as=.ets limitations on increased mdebtedness and hmltatlons on distribution of assets.

Liquidity and cdshflow i i

Cash flows from operating activities primarily consist of premiums collected, investment income and collected
reinsurance recoverable balances, less paid claims, retrocession payments operating expenses and tax
payments. Net cash outflow from operating activities after income tax paid for the six months ended 30 June 2006
was $195.6 millidn (six months ended 30 June 2005: $61.1 million nethash inflow). The operating cash outflow
reflects the transutlon into run-off and the reduction in premium received. 1

The net increase in cash was $16.8 million {decrease for six months ended 30 June 2005 of $57.8 million). This is
after net cash re(*ewed from investing activities of $225.8 million (six months ended 30 June 2005: net cash used
of $118.1 million} and net cash used in financing aCtIVItIes of $10.6 m|II|on (SIX months ended 30 June 2005: net
.cash outflow of §:1.4 million). As a result the Group's cash and bank overdraft at 30 June 2006 was $133.8 million
(30 June 2005: $135.8 million). ! 1

1
1

!
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Intra-group arrangements

The Group manages a number of different mtra-group arrangements deS|gned to ensure that each local balance
sheet retains rislk commensurate with its capital 'base. The principal means of achieving this is by arranging
capacity through. internal quota share reinsurances (‘quota shares') pnmanly with Alea Bermuda. For 2002 to
2006 underwntmq years the Group has put in place a 70% quota share to Alea Bermuda of Alea North America’'s
insurance and reinsurance business. For 2001 to 2005 underwrrtrng years there is a 35% quota share
arrangement from Alea London to Alea Europe. There is a 50% gquota | share of certain 2000 and prior
underwriting yeal business from Alea Europe to Alea Bermuda. For 2002 to 2005 underwriting years, there is an
intra-group aggr-=gate excess of loss contract from Alea Europe to Alea Bermuda. Given the change in
circumstances, the Group is evaluating options to simplify its capital structure and balance sheet and is therefore
considering commutatrons of the quota shares. Such transactions would be subject to regulatory approval in each
jurisdiction affected p
Strategic alternatives :

i
The Group contiriues to explore sale options for all or certain parts of the Group There can be no guarantees that
any transaction will take place or that a sale of the Group would be at a prernlum to the current market price.

As previously arinounced, Alea has entered into a definitive agreement to isell Alea North America Specialty
Insurance Company {"ANASIC"), its US based excess and surplus lines company to a member company of
Praetorian Financial Group, Inc. (“Praetorian”). Praetorian will purchase all of Alea’s shares in ANASIC in
exchange for a cash payment of $4 million plus the policyholders’ surplus of ANASIC as of the closing date. Total
consideration erI be between $30 million and $36 million and the transactlon is expected to be completed by
year-end 2006. As at 30 June 2006 $43.0 million has been reclassified as assets and $12.4 million as liabilities of
disposable subsidiary on the face of the balance sheet. |

i

Employee share restrictions |

As previously announced the Board has waived certain contractual proh}rbmons restricting former employees from
selling their shares in the Company for five years from purchase and thereafter only with prior Board approval.
The Beard has <|1so waived these requirements for current employees with effect from the publication of these
results for Irmrted periods following publication of the Group's interim and full year results subject to certain
conditions and a‘II applicable legal and regulatory restrictions. As at 1 September 2006 current employees hold
approximately 6&2,000 shares.

i

- i
Credit ratings 1

{
On 8 September 2005 Standard and Poor's (“S&P”) lowered its long-term counterparty credit and insurer financial
strength ratings on the Group to BBB+ from A-. The downgrade followed the publication of the Group’s interim
results on 31 August 2005 which did not meet S&P's expectations. On '5 December 2005, S&P lowered its long-

term counterparty credit and insurer financial strength ratings on the Group to BBB from BBB+. The downgrade

followed the placement of Alea London into run-off following the sale of [pollcy renewal rights to Canopius

-announced on the same day. On 14 February 2006 S&P affirmed the Gl;oups credit rating at BBB (stable

outlook). At the same time the ratings were wrthdrawn at management’ s!request

On 23 Septembér 2005 A.M. Best lowered the Group's financial strength rating from A- to B++ due to concerns
over the Group<. risk adjusted caprtallsatlon On 30 January 2006 A.M. Best downgraded the Group’s financial
strength rating tc B from B++ and the issuer credit rating to BB from BBB due to the Group's entry into run-off and
expected poor operational performance. At the same time the ratings were withdrawn at management's request.

Financial calendar 2007 | i
The Group expects to post its results for the year ended 31 December 2:006 on 4 April 2007.*

|
*provisional date !
I

Group Chief Financial Officer |
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19 September 2006 '
ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006
. ;
Consolidatediincome statement i
) Six months | Six months
ended ended Year ended
. 30 June | 30 June 31
' 2006 2005 December
' ! 2005
Notes $'000 $'000 $000
: _
1
Gross premiums written 6 (37},941) 855,343 997,528
[
Revenue |
Premium reven;Je 270,850 723,873 1,347,768
Premium cedec to reinsurers (61,170) | (113.173) (261,026)
' |
Net insurance premium revenue 6 209,680 610,700 1,086,742
Fee income 6 ' 409 1,322 3,006
Investment inccime 8 4;9,177 42,966 89,138
Net realised (losses)/gains on financial assets . (1,426) 3,588 672
Net realised gajns on sale of renewal rights 4 ' 930 - 61,079
Total revenue 6 25:8,770 658,576 1,240,637
' i
Expenses ;
|
Insurance claims and loss adjustment expenses 176,373 485,050 1,146,589
Insurance clainis and loss adjusiment expenses recovered i
from reinsurers . (27,441) (72,407) (227,320)
Net insurance(claims 6 148932 412643 919,269
Acquisition costs ' 6 64,181 174,838 335,788
Other operating expenses j 42,488 36,131 95,435
Restructuring costs _ 5 1,556 - 22,354
) ' [
Total expenses l 257,157 623,612 1,372,846
i
Results of opérating activities 6 !1 ,613 34,964 (132,209)
Finance costs . (15,971) {9,054) (19,892)
(Loss)iprofit before income tax 6 (1T,358) 25,910 {152,101)
Income tax credit/(expense) 9 i3'71 2 (6,425) (26,827)
{Loss)/profit ofn ordinary activities after income tax for i
the pericd ) {10,646) 19,485 (178,928)
!
" Earnings per share for {losses)/profits attributable to the equity shareholderslof the Company during the period:
|
!
Earni st ti tiviti 7 :
. !
|
{ .
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i
|
i
|
Basic ($) . 7 {0.06) 0.11 . (1.03}
Diluted !
(%) , 7 {0.06) 0.11 (1.03)
| ' ]
I
. . i
Consolidatedi balance sheet :
As atf As at As at
30 June 2006 30 June 2005 31 December
' : 2005
Notes $'000 $'000 $'000
ASSETS ' |
Property, ptant and equipment . 8,287, 14,772 9,908
Intangible assets A 8,479 - 9,683 8,479
Deferred acquisition costs 30,036 228,743 107,000
Assets of a disposal group classified as held for .
sale , M 43,045 - .
Financiat assets; ! l

Equity secur!ties l

- available fer sale 161, 136 161

Debt securities | )

- available fcr sale 1,980,557, 2,123,485 2,205,532
Loans and recejvables including insurance receivables 563,105 952,980 678,158
Deferred tax assets 1,104 22,954 997
Reinsurance contracts 12 1,001,007, 1,024 975 1,057,639
Cash and cash ‘equivalents _ 133,74’3I 135,795 116,962

: ;
Total assets 3,769,530 4,513,523 4,184,836
LIABILITIES I
Insurance contracts 12 2,451,660 3,019,428 2,872 456
Borrowings 13 316,983 316,306 316,631
Liabilities of a disposal group classified as held ‘
for sale 11 12,415 - -
Provisions 14 9,505 - 17,562
Other liabilities and charges 41,524 33,468 37,145
Trade and other payables 489,291 417,123 447 648
Deferred tax liabilities : - - 1,878
Current income' tax liabilities ) 1,00§ 8,906 1,087
Total liabilities: 3,322,383 | 3705231 3,694,407
i
Net assets . ' 447,147 | 718,292 490,429
[
EQUITY !
Capital and reserves attributable to the Company's equity holders i
I
Share capital - 15 1,737 1,737 1,737
Other reserves 15 660,195 728,128 692,831
Retained loss 15 (214,785) (11,573) (204,139)
!
Total equity 447,147 | 718,292 490,429

|

Approved by the Board of Directors on 19 September 2006 and signed c:nn its behalf by:

Kirk Lusk ‘
Group Chief Financial Officer |
|
J
|
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| : |
Consolidated cash flow statement :
|
- Six months endeld Six months ended Year ended
30 June 2008 30 June 2005 31 December 2005
Notes $'000 $'000 $'000
!
Cash {used in)/igenzrated from operations . 16 (197,622) 64,814 114,453
Income tax recoversd/(paid) 2,0?{4 (3,710) (3,271)
. |
: .
Net cash (used in}/from operating activities (] 95,58?) 61,104 111,182
|
Cash flows from investing activities !
Purchase of proper:ty. plant and equipment {265) (4,594) (6,656)
Proceeds on sale cf property, plant and equipment 1i4 482 2,343
Cash payments to acquire equity and debt securities (1,657,627) (1,466,321) (2,612,771}
4
Cash receipts from;sales of equity and debt securities 1,837,675 1,303,221 2,351,715
Net amounts outstzinding for securities ' 4;1 6,341 {2,087}
Cash receipts from'income from interest and dividends 45,832 42,782 92,123
Net cash from/{(used in) investing actlvities 225,780 (118,089) {175,333}
. : |
Cash flows from financing activities i
Repurchases of ordinary shares 2 (2,065) (2,135)
Proceeds from isstance of trust preferred securities : 20,000 20,000
Dividends paid to (:‘rompany's shareholders -l (12,203) (12,203)
Capital raising fees< ; - 240
Interest paid on bojrowings (10.60|6) (7,107) (16,103)
2 i
Net cash used in financing activities . {10,606} (1,375} {10,201)
Net Increasel(decrease) in cash and bank overdrafts 19,586 (58,360) (74,352)
i
Cash and bank overdrafts at beginning of period ' 116,962 193,628 193,628
Cash of a disposal'group classified as held for sale 1" {495) - -
Exchange (Iosses)i’gains on cash and bank overdrafts (2,304}) 527 (2,314)
. i
Cash and bank overdrafts at end of period 133,749 135,795 116,962
|
- . |
Consolidated statement of recognised income and expense
- - i
Six months ended Si:x montlhs ended Year ended
_ 30 June 2006 1 30 June 2005 31 December 2005
$000 | $'000 $'000
1
(Loss)/profit on riavaluation of available-for-sale :
investments {35,994) i 9,274 (20,519)
Exchange differences on translation of foreign ' i
operations , 4,158 | (4,891) (4,934)
Tax on items takzn directly into equity ' - } (4,806) (2,120}
Net loss recogrised directly into equity (31,836) | (423) {27.573)
I
Transfers ‘
Transfers to profjt and loss on sale of available-
for-sale investments (613) i (3,248} (6,074)
i
. | .
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Tax on items transferred from equity f - 123 669
Total transfers riet of tax {613) ! (3,125) (5,405)
{Loss)/profit for the period (10,646) . | 19.485 (178,928)

, | |
Total recognised income and expense for the )
period : (43,095) 15,937 (211,808)

Notes to the financial statements

1 General information

Alea Group Holdings (Bermuday) Ltd (the “Company”) and its sub5|d|ar|es (collectively the *Group”) were engaged
in the business of underwriting insurance and reinsurance risks. The Group operates through four principal
operating segments representing London market business, North American|business including alternative risk
transfer and reinsurance, Continental European reinsurance and financial serwces In 2005 the Group ceased to
write new busmess and placed all operations into run-off. Although the Group has disposed of the renewal rights
for Alea Alternative Risk, Alea London and Alea Europe and placed all operatlons into run-off, the Group will
continue to serviGe claims relating to business written during 2006 and prior for the foreseeable future. As such, it
is considered appropnate to recognise all amounts as relating to continuing operatlons

The Company is registered in Bermuda and is listed on the London Stock Exchange As such it is required to
prepare its financial information in accordance with the Bermuda Companles Act 1981, which permits the
Company and thz Group to prepare financial statements which comprise the consolldated income statement, the
consolidated balance sheet, the consolidated cash flow statement, the consohdated statement of recognised
income and expe nse and the related notes 1 to 18 in accordance with Internatlonal Financial Reporting Standards
(*IFRS™). Accordingly, the financial information has been prepared in accordance with Bermuda Law.

2 Basis of preparation

The interim financial statements, as required by the Listing Rules of the United Kingdom's Financial Services
Authority (“FSA”), have been prepared on the basis of IFRS recognition and measurement principles but, as
permitted by the FSA, the Group has not adopted IAS 34 'Interim Flnanmal Reportmg early, and consequently,
the full requireme:nts of that standard have not been applied.

The consolldated financial statements are presented in thousands of US dollars, rounded to the nearest thousand.
They have been prepared under the historical cost convention, as: rnodlfled by the revaluation of financial
instruments Wh[Ch have been classified as available for sale and financial assets and financial liabilities (including
derivative instruments) at fair value through profit and loss. :

The preparation of financial statements in conformity with IFRS requires management to exercise its judgement in
making estimates and assumptions that affect the application of the Group's accounting policies and reported
amounts of assets and liabilities, income and expenses. The estimates and assocnated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgement about the carrying values of assets and liabilities that are
not readily availcble from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongo:ng basis. Revisions to accounting estimates
are recognised in the periods in which the estimates are revised if the revisions affect only those periods or in the
periods of the revision and future periods if applicable.

Judgements made by management in the application of IFRS that have a S|gn|f icant effect on the consolidated
financial statements and estimates with a significant risk of material ad;ustments in following years are discussed
below.

As IFRS are limited in specifying full insurance-specific guidelines to the requirements of IFRS 4 pending
completion of the second phase of the |ASB's project on insurance contracts accounting policies for instirance
contracts have teen selected with primary consideration to existing UK, GAAI? as permitted by IFRS 4 ‘Insurance
Contracts’. The annual basis of accounting has been applied to all classes of business.

i
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Going concern basis

The Company’s borrowungs include a $150 million bank term loan and a $50 million bank revolver facility with its

lending bank syndlcate These arrangements are subject to two fi nancial covenants which require that the Group

maintains a mmlrnum adjusted consolidated tangible net worth and a mlnrmum debt-to-total-capitalisation ratio. If

the Group were to breach either one of these covenants, the Ienders woutd have the right to demand early
repayment of the: >e toans in advance of the scheduled repayment date of September 2007.

I

The Group has met these minimum requirements at 30 June 2006 on the basis of the Group’s unaudited balance

sheet at that date and based on the Group's current projections, the Directors belteve that the Group will continue

fo be able to serwce these borrowings, comply with the financial covenants and repay or refinance these amounts

when they fall due However, both the balance sheet and the projections | reflect assumptions made by the

Directors that are subject to material uncertainty which may cast SIgnlﬂcant doubt as to whether the Group will be

able to continue #s a going concern. In particular: |

|

« the fair value recorded in the balance sheet of the proceeds ansrng from the sale of renewal rights (see

Note 4) depends on assumptions as to the level of future prem|um income written by the purchasers of

those renewal rights; %

e the level of insurance reserves recorded in the balance sheet depends on actuarial assumptions relating

to the likelihood of insured events occurring, the quantum! of claims (that have occurred, whether

reported or not) and the time when claim payments fall due; and

. the avallablllty to the Company of funds to repay the loans deplends on insurance subsidiaries obtaining
regulatory approval to make |ntra-group distributions or loans as well as the two significant balance
sheet assumptions set out above. '

I
The Group is in dn ongoing dialogue with the Iendlng bank syndicate regardlng the Group's business outlook and
strategy and will work closely with the syndicate to manage any futuré tssues should they arise. Run-off plans
have been presented to regulators in each relevant territory and the Group expects to maintain centinuous and
open dialogue with them. On this basis, the Directors believe that the Company will be able to repay, renew or
renegottate bank funding as necessary during the remaining term of the Ioans and in any case on maturity of the
loans in September 2007, and therefore that it is appropriate to continué to prepare these financial statements on
a going concern basis. The financial statements do not include any adjustments that would be necessary if the
going concern basis was not appropriate. |

These consollda ied financial statements have been prepared in accordance with the accountlng policies in force
for the period ending 30 June 2006. A summary of the principal accounting policies is provided in Note 3.

1
3 Accountim’; policies . !

‘Status of Interlm financial statements l
The statements for the two interim periods are unaudlted but have been reviewed by the Company’s auditors,
Deloitte & Touche LLP, and their report for the six months ended 30 June 2006 is included with this report. The
interim financial! statements do not constitute statutory accounts as defi ned in section 84 of the Bermuda
Companies Act 1981. The results for the year ended 31 December 2005 do not constitute statutory accounts as
defined in section 84 of the Bermuda Companies Act 1981. The published statutory accounts for the year ended

31 December 2005 received an unqualified audit opinion. l

Basis of consolldatlon '
These financial statements consolidate all the enterprises in which Alea Group Holdings {Bermuda) Ltd owns or
controls, dlrectly or |nd|rectly, the majority of the voting shares. There are no other enterprises over which the
Group has the ability to exercise control. ,

Intra-group transactions, balances, and gains and losses are ellmlnated except to the extent that the transaction
provides evrdenr e of an impairment of the asset transferred. 1

'

Segment reponing
A business segment is a group of assets and operations engaged |n provadrng products or services that are
subject to risks .and returns that are different from other business segments A geographical segment is engaged

ﬁ ]
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|

in providing serwces within a paricular economic environment that are subject to risks and returns that are
different from tho' e of segments operating in other economic envircnments

t
Foreign currency translation ,
{a) Functionzl and presentation currency |
1

Items included in the financial statements of each of the Group’ s entities are measured using the currency
of the pllmary economic environment in which the entity operates (the ‘functional currency) The
consolidzted financial statements are presented in thousands of US dollars, which is the Group's
presentalion currency. i
|
I
I

(b) Group companies

The funrtronal currencies for Group entities are usually the currencies of the primary economic
enwronment in which the entity operates. !

The results and financial position of all the Group entities ](none of which has the currency of a
hyperlnflatlonary economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing exchange rates ai
the date :)f that balance sheet,

(i) mcome and expenses for each income statement are translated at-transactional or average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of the rates
prevarimq on the transaction dates, in which case income and expenses are translated at the dates of the
transactions), and

{iii} all re: >ultmg exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities, and of
borrowings and Gther currency instruments designated as hedges of such lnvestments are taken to shareholders'
equity. When a forelgn operation is sold, such exchange differences are recogmsed in the income statement as
part of the gain or loss on sale. |
(©) Transactions and balances ' !
Foreign jcurrency transactions are translated into the functlonal currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange galns and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognrsed in the income statement, except when
deferredlin equity as qualifying cash flow hedges and qualifying inet investment hedges.

Translation drffe fences on non-manetary items are reported as part of the fair value gain or loss. Translation
differences on non -monetary items, such as equities classified as avaltab|e-for-sale financial assets, are included
in the revaluation reserve in equity. |

To safeguard ajainst fluctuations in exchange rates, Group entltles seek: to match assets and lizbilities in
currency. Howe\'er currency gains/losses which do arise from transactions |n a currency other than a functional
currency are reported in the income statement within other income or other expenses, as applicable.

The foreign curréncy rates used for significant foreign currencies are as follows:

30 June 2006 - 30 June 2006 30 June 2005 30 June 2005
Average Closing i Average Closing

. |
British pound 0.5606 0.5457 ' 0.5327 0.5525
Euro 0.8138 0.7872 | 0.7763 0.8261
Swiss franc 1.2741 1.2329 | 1.1985 1.2786

31 December 2005 31 December 2005
: Average Closing
|
|

|
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British pound 0.5500 0.5788
Eurg 0.8022 0.8420
Swiss franc 1.2418 1.3105

|
|
E

Insurance contmcts
The Group enters: into contracts that transfer insurance risk or financial risk or both.

I

Insurance contracts are those contracts that transfer significant insurance risk. Insurance risk is defined as risk,
other than ﬁnanmal risk, transferred from the holder of a contract to the issuer.| Financial risk is defined as the risk
of a possible future change in one or more of a specified interest rate, financial instrument price, commodlty price,
foreign exchange rate, index of prices or rates, credit rating or credit index or other variable, provided in the case
of a non-financial vanable that the variable is not specific to a party to the contract.

Those contracts that do not transfer significant insurance risk are accounted for by recognising an asset or liability
based on the conslderatlon paid or received less any explicitly 1dent|f|ed premlums or fees to be retained by the
ceding company. Future cash flows are estimated to calculate the effectlve yield, and revenues and expenses are
recorded as other income or expense. t

Premium revenue

For all insurance: contracts, premiums are recognlsed as revenue proportionally over the period of coverage,
hawng regard, where appropriate, to the incidence of risk and this is known as earned premium. The portion of
premium receivasle on in-force contracts that relates to unexpired rlsks at the balance sheet date is reported as
the unearned pre mium liability. Premiums are shown before deduction of commission and are exclusive of taxes
and duties levied!thereon. i

Premiums comprlse total premiums earned under contracts mceptmg dunng the financial period, together with
adjustments arising in the financial period to premiums earned in respect of business written in previous financial
years. Premiums also include estimates of pipeline premiums earned on business written but not yet notified to
the Group. :

l
In respect of boih risks accepted and risks ceded by the Group, prem:ums and claims relating to reinsurance

arrangements whlch do not involve significant transfer of msurance risk are not recognised in the income

statement but are accounted for as deposits due from or liabilities due to, reinsurers or cedants.

I
Reinsurance !
The Group cedes premium and risks in the normal course of busmess in order to limit the potential for losses
arising from nsk: accepted. Insurance premiums ceded to reinsurers on contracts that are deemed to transfer
sugmf icant msurc nce risk are reoogmsed as an expense in a manner that is consistent with the recognition of
insurance premlum revenue arising from the underlying risks being protectedI Reinsurance confracts that do not
meet the deﬂnltlon of an insurance contract are accounted for as fi nanual assets The portion of premium ceded
to reinsurers on:in-force contracts that relates to unexpired risks at the balance sheet date is reported as the

‘unearned premu.lm asset.

Insurance clalm' and loss adjustment expenses recovered from reinsurers are accounted for in the same

accounting perlod as the claims for the related inward insurance and relnsurance business being covered and are
estimated in a manner consistent with the claim liability associated with the reinsurance policy.

J
Provision is maoe for potentially non-collectable reinsurance recoveries and the exposure of the Group to credit
risk is assessed’ through the aggregation of reinsurance assets due from counter parties belonging to the same
insurance groups. !

)
i

Deferred acquis: iition costs ("DAC”) |
Costs which vary and are directly associated with the acquisition of msurance and reinsurance contracts including
brokerage, comrmssrons underwriting expenses and other acquisition costs are deferred and amortised over the
period of contract, consistent with the earning of premium. These are shown as a capitalised asset in the balance
sheet. i

’
'

|
Insurance cla:m‘. and loss adjustment expenses comprise the estimated cost of all claims occurring prior to the
balance sheet date, whether reported or not, and include loss adjustment expenses related to internal and

|
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external direct and indirect claims handling costs, and adjustments to .claims outstanding from prewous years.
Claims handling (osts include related internal and external direct and |nd|rect claims handling costs and consist of
third party loss acljustor fees, legal expenses and claims staff costs. i

Liabilities for unpaid claims are made on an individual case basis and are based on the estimated ultimate cost of
all claims notified! but not settied by the balance sheet date, together W|th the provusmn for related claims handling
costs and net of salvage and subrogation recoveries. The provision also includes the estimated cost of claims
incurred but not rzported at the balance sheet date based on statistical methods
|

The Group dlscounts certain categories of clalms provisions, such as certalr casualty and auto liability claims,
where the expected average interval between the date of claim settlement and the balance sheet date is in
excess of four years in accordance with the statutory regulations of the {European Union. The discount rate used
is 4.5%. I
|
Liability adequaty test |
At each balance' sheet date, liability adequacy tests are performed to ensure the adequacy of the insurance
contract liabilities net of related DAC and premiums receivable. !

Provision is made where current best estimates of future contractual cash flows and claims handling and
administration expenses arlsmg after the end of the financial period from contracts concluded before that date is
expected to exceed the provision for unearned premiums net of DAC and premlums receivable. Investment
income from the assets backing the liabilities is taken into account in calculatlng the provision. The assessment of
whether a prowsmn is necessary is made on the basis of information avallable as at the balance sheet date, after
offsetting surpluses and deficits arising on products which are managed together Any deficiency is |mmed|ately
charged to the mcome statement initially by writing off DAC and by subsequently establishing a provision for
losses arising frcm liability adequacy tests (the unexpired risk provision). Any DAC written off as a result of this
test cannot subsequently be reinstated. !
Investment income i
Investment incorpe includes dividends, rent and interest. Dividends arée accrued on an ex-dividend basis that is
when the right tot receive payment is established. Interest and rental income are recognised on an accruals basis.
Interest income in respect of the Group’s available for sale investments is recognlsed using the effective interest
method.- l

Fee income ‘

Fee income represents income arising on fi nlte risk reinsurance and msurance contracts without significant
transfer of msurance risk and expense related to deposits received from reinsurers. Such income is recognised
over the term of (he contract. !

Employee Benefits

(a) Share-based payments

The cost of awards to employees that take the form of shares or rights to shares is charged to the income
statement as personnel costs on a straight line basis over the| period to which the employee's
performanoe relates and a corresponding amount is reflected injrevenue reserves in shareholders’ equity.
The charge is calculated as being the fair value of the shares at the date of grant, reduced by any
consrderatlon payable by the employee, and a reasonable expectatlon of the extent to which performance
criteria wrll be met. |

|

{b) Pension costs |
|

The Group only operates defined contribution pension arrangements Contributions are charged to the
income statement as employee benefit expense as they become payable in accordance with the rules of
each scheme. The Group has no further payment obligations once| the contributions have been paid.
Prepaid contrlbutlons are recognised as an asset to the extent that a cash refund or a reduction in the

future pc.yments is available.
|
Operating leases |
Leases in whtch a significant portion of the risks and rewards of ownershlp are retained by the lessor are
classified as ope rating leases. Payments made under operating Ieases (net of any incentives received from the
|
t
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lessor) are charged to the income statement on a straight-line basis over:the period of the lease.

Property, plant and equipment !
Property, plant and equipment comprises items of equipment only. Eqqument is stated at cost less accumulated
depreciation and' impairment losses when appropriate. Depreciation is charged to the income statement on a
straight-line basn= over the estimated useful lives of the assets. The estimated useful lives vary between three and
five years for fixttires and equipment. i
' |
The gain or loss arising on the disposal or retirement of an asset is determlned as the difference between the
sales proceeds and the carrying amount of the asset and is recognised |n the income statement.
|
The residual values and useful lives of the assets are reviewed at each balance sheet date and adjusted it
appropriate. I
Intangible assets ' i
Intangible assets represent the cost of licences acquired to conduct business in the United States. The Directors
consider these licences to have indefinite useful lives. Licences are granted for an indefinite period and are
essential to carry on business. The licences are tested for impairment at'each balance sheet date.
|
Investments — Financial Instruments '
The Group recog nises a financial asset or a financial liability on its balance sheet when it becomes a party to the
contractual prowsmns of the instrument. On initial recognition the Group determlnes the category of financial
instrument and values it accordingly. The classification depends on the purpose for which the investments are
acquired.

|

1

(a) Available'for-sale securities : :
!

Available-for-sale securities are non-derivative financial assets typically equities or bonds. On initial
recogmtlon the fair value is the cost including transaction costs, .directly attributable to the acquisition. On
subsequent remeasurement the fair value excludes transactlon costs on disposal and represents the

listed bid price. Fair value movements are recognised in equity. |

(b) Loans and receivables !

Loans and receivables are non-derivative financial assets wnhlﬂxed or determinable payments that are
not quote=d in an active market other than, those that the Group intends to sell in the short term or that it
has designated as at fair value through income or available-for:sate. Recewables arising from insurance
contracts. are also classified in this category and are reviewed for |mpa|rment as part of the impairment
review of loans and receivables. '
Trade rel,ewables do not carry any interest rate and are measured at the fair value which is their nominal
value less appropnate allowances for estlmated irrecoverable amounts On the initial recognition of loans
the carrying value is determined as the proceeds of the loans less the costs of the transaction which are
amortised over the length of the loan period in accordance with the effective interest method.
{

{c) Derivative financial instruments _ ;
Derivative financial instruments are initially measured at fair value on the contract date. The method of
recognising the gain or loss on subsequent changes in fair value depends on whether the derivative is
desngnated as a hedging instrument. Gains or losses on derivatives that are not classified as hedges are
recognlsed in the income statement. Derivatives are classmed as held-for-trading unless they are
designated as hedges.

The Group documents at the inception of the transaction the relatlonshlp between hedging instruments
and hedged items, as well as its risk management objective and strategy for undertaking various hedge
transactions. The Group also documents its assessment, both at inception of the hedge and on an
ongoing |basis, as to whether the derivative instruments used in hedging transactions are expected to be
and have: been highly effective in offsetting changes in fair value or cash flows of hedged items.

The Group has rot designated any investments to be held to maturity or; to be valued at fair value through income.
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Financial assets and liabilities are offset and the net amount reported in the balance sheet only when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

Purchases and sales of securities and currencies are recognised on trade date - the date on which the Group
commits to purchase or sell the asset.

Before evaluating whether, and to what extent, de-recognition of a fnanmal asset or liability is appropriate, the
Group determines whether de-recognition should be applied to only part of the' financial asset / liability or group of
financial assets / liabilities. The Group only derecognises a financial asset or|I|ab|||ly when the contractual rights
and obligations to the cash flows expire or the financial asset / liabilities are transferred and the Group has also
transferred substantially all risks and rewards of ownership.

Gains and losses on derecognition are recognised through the income statement. Changes in fair value of -
available for salé investments, except for foreign exchange gains and Iosses and impairment losses which are
recognised in the income statement, are directly recorded into equity untll such time that the financial asset is
derecognised.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at caII with banks, other short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts.

Impairment of assets
The Group reviews the carrying amounts of its tangible and intangible assets at each balance sheet date to
determine wheth=r there is any indication of impairment. If any indication emsts the asset's recoverable amount is
estimated. An impairment loss is recognised whenever the carrying amount ofian asset or its cash generating unit
exceeds its recoverable amount. Impairment losses are recognised in the income statement.

The recoverable amount is the greater of the net selling price and the value in use. In assessing the value in use,
the estimated fu ‘ure cash flows are discounted to their present value usnng a pre-tax discount rate that reflects
current market a:sessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

Taxation '
Income tax expense represents the sum of the tax payable in the period and deferred tax.

The tax currently payable is based on taxable profit for the period. Taxable profit differs from profit as reported in
the income statéement because it excludes items of income or expense that are taxable or deductible in other
periods and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by|the balance sheet date.
!

Deferred income tax is provided in full, using the liability method, on all temporary differences, which are based on
the difference batween the financial statement carrying values and the tax bases of assets and liabilities using
enacted income tax rates and laws. Deferred income tax assets are recognlsed to the extent that it is regarded as
probable that they will be utilised against sufficient future taxable mcome Deferred income tax assets and
liabilities are not discounted.

The carrying amount of deferred tax assets is reviewed at each ba1ance sheet date and reduced to the extent that
it is no longer probable that sufficient taxable profits wili be available to allow all or part of the asset to be utilised.

The deferred tax that results from unrealised gains and losses on securmes classified as available for sale is
recognised in shareholders’ equity along with those unrealised gains and losses.

Current tax payable by any Group company on distribution to the holdlng company of the undistributed profits of
any subsidiaries is recognised as deferred tax unless the timing of the dlstnbut:on of those profits is controlled by
the holding company and the temporary difference is not expected to reverse in the foreseeable future.

In accordance with IAS 12 ‘Income Taxes’, deferred taxation is provided on temporary differences arising from the
revaluation of fixed assets even where there is no commitment to sell the asset.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
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.against current tax fiabilities and when they relate to income taxes levied by the same taxation authority and the

Group intends to seftle its current tax assets and liabilities on a net basis!

Borrowings !

[
l

Borrowings are recogmsed initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortrse'd cost; any difference between the proceeds (net of transactlon costs) and the redemption value
is recognised in the income statement over the perlod of the borrowings using the effective interest method.

Provisions

(@)

(b)

Share capital ‘

Restructuring costs and lega! claims i

Provisions for restructuring costs and legal claims are recognlsed when the Group has a present legal or
constructlve obligation as a result of a past event, it is more Ilkely than not that an outflow of resources will
be requrred to settle the obligation, and the amount has been reliably estlmated Restructuring provisions
comprise lease termination penalties and employee termlnatlon,payments Provisions are not recognised
for future operating losses. Where there are a number of snmrlanobhgatlons the likelihood that an cutflow
will be requlred in settlement is determined by considering the class oq obligations as a whole. A provision
is recogr.lsed even if the likelihood of an outflow with respect to any one item included in the same class

of obligalions may be small. |
Levies : |
The Group is subject to various insurance-related assessments or guarantee fund levies. Related

prowsmns are provided for where there is a present obligation (Iegal or constructive) as a result of a past
event. '

Shares are class.lf ed as equity when there is no' obligation to transfeq cash|or other assets. Incremental costs
directly attrlbutal: le to the issue of equity instruments are shown in equity as a deduction from the proceeds, net of
tax. Incremental Zosts directly attributable to the issue of equity mstruments as consideration for the acquisition of

a business are included in the cost of acquisition.

Accounting developments I

The lnternatlonal Accounting Standards Board (IASB) issued IFRS 7 ‘Financial Instruments: Disclosures’ in
August 2005. IFRS 7 requires disclosure of the significance of financial mstruments for an entity's financial
position and performance and of quantitative information about exposure to risks arising from financial
instruments. The' standard is effective for annual periods beginning on or aﬂer 1 January 2007.

4 Net realised gains on sale of renewal rights {

Alea London Alea North Alea Europe Total
Limited America Limited
: Insurance
Company
$'000 $'009 $'000 $'000
. | a I
Six months ended 30 June 2006 (1) - N I 930 930
. I I
Six months ended 30 June 2005 .- - | - -
. ’ I I
Year ended 31 December 2005 8,000 47,000 | 6,079 61,079
|

The above-mentioned three renewal rights transactlons which took place in 2005 are detailed below.

The gains were calculated as the fair value of consideration recewable ($62 0 miliion). The Group has received
payments to date of $20.1 million. The remaining balance of $41.9 million is mcluded within loans and receivables
including insurarice receivables. The non-current port|on of the receivable is $37.0 million.

1
i
: |
|
|
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These amounts represent the directors’ best estimates of the risk adjusted future receipts discounted at 4.5%.
These receipts are dependent upon the future levels of business generated on renewal in relation to the rights
sold over drffennq time periods as specified in the sale contracts. In estrmatmg the future receipts from which the
fair value gain has been derived, the directors have taken into con5|derat|0n factors such as prior premium
production levels) and growth rates of business sold, external prOJectlons and have made certain assumptions

about levels of program transfer and renewal probabrlltles of future premiums.
1
I
The key data is: : |
Alea London Alea North Alea Eurcpe
Limited America Limited
| Insurance
; Company
2005 Premium of business seld $ millions 167 405 252
|
Estimated premium to be received |
during contract pevrlod $ millions 160 1,698 74
Contract period years I2 5 1
Best estimate of recelpts $ millions 8 47 6
Contractual maximum sales :
proceeds i $ millions 30 75 30
impact on fair value reported if '
production premitim increased by 10% 9 52 7
decreased by 10% 7 42 5

{1} In the six months ended 30 June 2006 Alea Europe Ltd recognised an addltlonal $0.9 million net realised gain
on the sale of re newal rights. This additional gain arises due to the fact that the realised gain has now been
translated into th= reporting currency using the finalised exchange rates shputated in the renewal rights contract.
All assumptions used at 31 December 2005 in determining the net reallsed galn are unchanged.

5 Restructuring costs

In the second half year of 2005, the Group announced that it would run-off all remaining property and casualty
business. Thoselfixed assets not subject to renewal rights agreements and not required for the run-off aperations
have been written down to their residual value. Redundancy costs were mcurred during 2005 in Wilton and Rocky
Hill. A restructurlng provision was established at 31 December 2005 for employees in London, Basel and Zug.
This provision mcluded estimated expenses for future redundancy payments to employees who could not be
redeployed in the new structure. The provision also contained estrmated expenses with regards to onerous
contracts. Onerohs contracts are operatrng leases in respect of any premlses that were expected to be vacated as
part of the restructurmg The provision has been established based on the run-off plan and its balance is
disclosed in Note 14, Other costs are included in the claims handling prowsmns

. . |
Six months ended 30 June 2006 ;
Alea London Alea Norfm Alea Europe Total
Amerilca
$'000 $'000 $'000 $'000
. [
Redundancy costs incurred (1) 2,572 1.4|84 - 4,056
|
Estimated restru~turing costs (2) - (2,500) - {2,500}
. . ) i
Total restructuring costs 2,572 {, 01'6) | - 1,556

(1) Redundancy. costs incurred reflect severance payable to employees which were not part of the original
restructuring plan as disclosed for 31 December 2005
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(2) Restructuringicosts also include a credit of $2.5 million which results from Alea North America's sublease of
its empty offices in Wilton and a resulting reversal of part of the previously recognised provision for onerous

contracts.

Year ended 31 December 2005 I

Alea London Aliamh;?,'rég Alea Europe Total
$000 | %000 §000 $000
Impairment loss recognised in respect of property, plant
and equipment . 69 | 1,04|9 527 1,645
Impairment loss r'lecognised in respect of licences . 366 l 93|3 - 1,299
Redundancy costs incurred - i 1,187 - 1,157
Estimated restructuring costs (1) 6,032 ! 4,769 7,452 18,253
. |
Total restructuring costs 6,467 7,908 7,979 22,354
' I
|
(1) The estimatzd restructuring costs can be further analysed as follows:
Alea London Al?m'i?iﬁ: Alea Europe Total
1 ] i
$'000 . $000 $'000 $'000
Redundancy provision 3,322 : 6,988 10,310
Onerous contracis 2,710 | 4,769 464 7.943
Estimated restriicturing costs . 6,032 | 4789 7,452 18,253
|
The key assumptions are derived from the following variables: '
Alea London A'fm'i‘:l';: Alea Europe Total
Number Numbler Number Number
1
-
Reduction in hea:dcount based on run-off plan 48 l = 35 83
Reduction in headcount as part of contractual | l
agreements with|regards to sale of renewal rights 7 41 7 55
Reduction in headcount based on realigned structure ‘ |
already implemeited at 31 December 2005 - 57 - 57
Total headcount reducuon 55 | 98 42 195

The redundancy provision and the provision for onerous contracts 'are derwed purely from the headcount
reductions hsted above. There is very limited uncertainty with regards to the redundancy provision. In the six
‘months ended 3() June 2006 (see Note 14), 37 per cent of the prowsmn has already been paid.

6 Segmental information ' !

Primary segment information - operating results by operating segment

The Group mandged and conducted its business through four principal;operating segments representing London
market busmes*., North American -business mcludlng alternative risk transfer and - reinsurance, -Continental
European remsurance the insurance operations in each jurisdiction, and financial services, the central investment

operation which supports the insurance operations in each jurisdiction.

The operating tesult of each of these operating segments beforei the impact of intra-group quota share

arrangements is 'shown below. |

Six months ended 30 June Alea Alea Alea ' Alea

]
I
'
!
'

Non - Total
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|

2006 London North Europe Financial allocated
| America i Servitl:es
| $000 $'000 $000 | $'000 $'000 $'000
1 1
|
Gross Premiums’ Written {16,948) (21,159) - 166 ' - - (37,941)
Revenue ) !
Net insurance przmium !
revenue 89,594 97,838 22,248 - - 209,680
; Fee income 309 100 - - - 409
Investment incorl'we - . - I 49177 - 49,177
Net realised losses on !
financial assets - - - | (4,426) - (1.426)
Net realised gains on sale of ‘
renewal rights . - .= 930 - - 930
Total revenue 89,903 97,938 23,178 [ 47,751 - 258,770
|
Expenses
Net insurance claims (66,302) (68,865) (13,765) : - - {148,932)
Acquisition costs]'. (25,444) (31,963) {6,774) - - {64,181)
Other operating -2xpenses {10,072) (18,577) (11,496) - {2,343) {42,488)
Restructuring costs (2,572) 1,016 - ‘ - - {1,556)
Total expenses! (104,390)  (118,389) (32,035) - (2,343)  (257.157)
|
. ' }
Results of operating |
activities {14,487) (20,451) (8,857} | 47,751 (2,343) 1,613
!
I Finance costs - - - | (15971) . - (15,971}
| ' t
(Loss)/profit before income |
{14,487) {20,451) (8,857) l 31,780 (2,343) (14,358)
Income tax credil - - - : - 3,712 3,712
(Loss)iprofit for the period (14,487) (20,451) (8,857) . 31.780 1,369 {10,646)
Six months end«}d 30 June Alea "Alea Alea | Alea Non - Total
2005 London North Europe Financial allocated
Amlerica ' Services
$'000 $'000 $'000 | $'000 $'000 $'000
|
' Gross Premiums Written 170,709 428,279 256,355 | - - 855,343
Revenue ) l
Net insurance premium |
revenue 176,310 305,829 128,561 | - - 610,700
Fee income 1,052 6 264 | - - 1,322
Investment incor"ne . - - - i A2966 - 42 966
Net realised gairis on financial ! I
assets . o - ) - - f 3,588 - 3,688
Net realised gains on sale of |
renewal rights . - P - - | - - -
Total revenue 177,362 305,835 128,825 | 46!554 - 658,576
|
Expenses i
Net insurance claims (98,920) (206,669) (107,054) ' - - (412,643)
Acquisition costs: (47,899) (99,317) (27,622) - - (174,838)
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Other operating e:}penses (13,882) (10,004} (9.869) ‘ - (2,376) (36,131)
Restructuring cosis - - - ! - - -
Total expenses (160,701} (315,990) (144,545) ' - (2,376) {623,612)
Results of operating
activities 16,661 {10,155) (15,720) 46,554 (2,376) 34,964
Finance costs . - - - - (9,054) - (9,054)
{Loss)/profit befnf:re income '
tax 16,661 {10,155) {15,720) 37,500 (2,376) 25910
Income fax experise - - - : - {6,425} (6,425)
{Loss)iprofit for the period 16,661 (10,155) (15,720) 37,500 (8,801) 19,485
Year ended 31 December Alea Alea Alea Alea Non - Total
2005 London North Europe Financial allocated
America Services
$'000 $'000 $'000 . $'000 $'000 $'000
Gross Premiums Written 247,110 498,547 251,871 1 - - 997,528
Revenue :
Net insurance premium 298,086 550,639 238,017 ‘ - - 1,086,742
revenue .
Fee income 2814 {152) 344 . - - 3,006
Investment income - - - 89,138 - 89,138
Net realised gains on - - - , 672 - 672
financial assets
Net realised gains on sale of 8,000 47,000 6,079 - - 61,079
renewal rights .
Total revenue 308,900 597,487 244 440 . 89,810 - 1,240,637
Expenses I
Net insurance cléims (295,955) (387,534) (235,780) X - - (919,269)
Acquisition costs, (95,0086) (189,550) (51,232) ! - - (335,788)
Other operating c-xpenses (30,804) (29,769) (20,574) 1 - (14,288) {95,435)
Restructuring co-,ts (6,467) (7,908) (7.979) i - - {22,354)
Total expenses (428,232) (614,761) (315,565) : - {14,288) (1,372,846)
Results of operiting (119,332) (17,274) (71,125) . 89,810 (14,288) (132,209)
activities
Finance cosis - - - | (19,892) - (19,892)
" l
{Loss)/profit before income {119,332} (17,274) (71,125) " 69,918 {14,288} {152,101)
tax t
ncome tax expense - - - ‘ - (26,827) (26,827)
(Loss)/profit for". the year (119,332) (17,274) {71,125) i 69,918 (41,115) (178,928)

The Group has intra-group quota share arrangements between the following legal companies; Alea London
Limited, Alea Bermuda Ltd, Alea North America Insurance Company and Alea North America Specialty Insurance
Company (collectively Alea US) and Alea Europe Ltd. The impact of intra-group quota share arrangements on
operating result ‘with regards to the legal entities mentioned above is shown and explained below.

For the periodé ended 30 June 2008, 30 June 2005 and 31 December 2005 intra group quota share
arrangements m"luded the following: a 35% quota share of Alea London busmess to Alea Europe for underwriting
years 2002 through 2005, a 50% quota share of certain 2000 and prior underwntlng year business from Alea
Europe to Alea Bermuda and a 70% quota share of Alea North America to Alea Bermuda. There was an intra-
group aggregate: excess contract from Alea Europe to Alea Bermuda until 31 December 2005 which has been
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commuted as of 1 January 2006. The effects of these arrangements are described below:

Six months ended 30 June 2006 ’ Alea Alea ,  Alea Alea Total
London Bermuda U§ Europe
$'000 $'000 $'000 $'000 $'000
Netinsurance pt:emium revenue 89,594 471 : 97,36:1 22,248 209,680
Intercompany reinsurance {31,293) 68,285 {68,157} 31,165 -
Net insurance premium revenue after . !
intercompany reinsurance . 58,301 68,756 . 29,210 .. 53,413 209,680
Underwriting result (1) _
Before intercoinpany reinsurance (14,487) 10,959) 11,835) (9,787) (47,068)
After intercompany reinsurance {14,110) {13,344) {15,651) (3,963) {47,068)
Six months endid 30 June 2005 Alea Alea i AIeL Alea Total
London Bermuda i u§ Europe
$'000 $'000 | $'000 $'000 $'000
Net insurance premium revenue 176,310 4,461 301 368 128,561 610,700
Intercompany reinsurance (61 563) 215,193 (210 957) 57,327 -
Net insurance plemlum revenue after - i : |
intercompany reInsurance 114, 747 219,654 90,411 185,888 610,700
Underwriting result (1) ‘
Before intercompany reinsurance 16,661 (18,922) __6.391 {15,720) (11,590)
After intercompany reinsurance 10,694 (15,574} 1,638 {8,248) (11,590)
Year ended 31 C'ecember 2005 Alea Alea ‘ AIJa Alea Total
London Bermuda us Europe
$'000 $'000 $'000 $'000 $'000
Net insurance premium revenue 298,086 4,991 545, 648 238,017 1,086,742
Intercompany re'|insuranca {105,915) 392,876 (384 340) 97,379 -
Net insurance premlum revenue after
intercompany re-msurance 192,171 397,867 161,308 335,396 1,086,742
Underwriting result (1) :
Before intercompany reinsurance (127,332) (64,021) (14,541) (77,204) (283,098)
After intercon"npany reinsurance {95,618) {124,790) (33.954) (28,7.36) (283,098)

(1) Results of opzrating activities excludmg investment income, net reallsed gains on financial assets and
intangible assets and net realised gains on sale of renewal rights. i

Secondary segsnent information - geograpmcal analysis !
The following provides an analysis of gross premiums written by Iocatlon of insured and by location of legal entity
accepting the risk, and of (loss)/profit before tax by legal entity acceptlng risk.

Six months Six months Year ended

ended ended

30 June 20086 30 June 2005 31 December
Geographical analysis of gross premiums written . ’ 2005
by location of ifisured  $'000 $000 $'000
Europe 627 307,799 281,259
Africa " (34) 1,778 2,010
Near & Middle !
East T 6,139 5477
Far East 105 6,399 5,635

Australia & Cceznia ' (132) 2,739 2,817
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North America (40,390) 519,199 687,973
{ atin America 1,960 11,290 12,457
(37,941) | 855,343 997,528
i
|
Geographical ar{alysis by location of legal entity }
Gross premiums written { (Loss)/profit before tax
Sixmonths  Sixmonths | Year ended Six mpnms Six months Year ended
ended ended ended ended
30 June 2006 30 June 2005 31 December 30 June 2006 | 30 June 2005 31 December
- 2005 ! 2005
$'000 $'000 $°000 $°000 $'000 $'000
|
Bermuda {1,574) 3,546 5,758 E1 ,543 {12,503} (113,722)
Jersey 89 133 216 | (167) 894 1,577
United Kingdom 7,135 171,087 247,603 (§,601) 18,466 (77,426)
United States (43,757) 424 733 492 789 (1:13,284) 2,455 13,754
Switzerland 166 255,844 251,162 ‘4,151 6,598 23,716
‘ 37,941) 855,343 997 528 (14 358) | 25,910 {152,101)

Gross premiums;written are analysed on a legal entlty basis and therefore reﬂect London contact office business
in Switzerland of'$0.0 million in the period ended 30 June 2006 (30 June 2005: -$0.5 million; 31 December 2005: -

$0.8 million). [ '
{
As at As at As at
30 June 2006 | 30 June 2006 30 June 2005
Operating equity and shareholders' equity interests $:000 $'000 $'000
Alea Europe Ltd 209?.019 219,277 212,312
Alea (Bermuda) L.td (1} 263,440 511,934 279,821
Alea US 263,680 265,227 275,556
Amounts held in Holding Companies {6,;398) (2,417) 3,862
Amounts held in on-insurance subsidiaries 1,884 8,07 3,004
Note provided by Alea Europe Ltd to Alea US 32,505 32,505 32,505
' 764,130 1,034,597 807,060
Amounts owed to credit institutions (199,290) (198,722) (199,006)
Trust preferred securities (117,693) (117.583) (117,625)
Shareholders' funds atiributable to equity interests 447;147 | 718,292 490,429 -
) ]
(1) The entities wholly owned by Alea (Bermuda} Ltd have net assets as follov{ts:
As at As at As at
30 June 2006 30 June 2005 31 December
| 2005
$'000 $'000 $°000
!
|
Alea London Ltd 70,729 195,571 84,857
Alea Global RiskiLtd 6,032 10,915 11,411
Alea Jersey Ltd 1,159 2,084 2,082
}
- . \ |
7 Earnings per share :
|
The calculation ¢f the basic and diluted earnings per share is based on the following data:
Six months ended Six months ended Year ended
|
i
|
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: 30 June 2006 30/June 2005 31 December 2005
Eamnings $ i $ $
Earnings for the purgoses of basic earnings per share |
being net profit atlribfutable to equity holders of the Parent (10,646) ; 19,485 (178,928)
Eamings for the biilrposes of diluted earnings per share {10,648} | | 19,485 (178,928)
' [
i
Number of shares Six months ended  Six months ended Year ended
30 June 2006 = 30 June 2005 31 December 2005
Number . Number Number
|
Weighted average number of ordinary shares for the l
purposes of basic ez rnings per share 173,718,475 | 174,104,068 173,913,624
]
. !
Effect of dilutive potential ordinary shares: ]
- Share options - : 310,110 -
Weighted average n:‘meer of ordinary shares for the !
purposes of diluted earnings per share 173,718,475 | 174,414,178 173,913,624
8 Investment income |
|
Six months ended ' Six months ended Year ended
30 June 2006 | 30 June 2005 31 December
l 2005
$'000 ' $'000 $000
Financial assets - available for sale:
- Interest incon{ue from debt securities 45,084 39,437 82,047
Cash and cash equivalents interest income 4,093 3,529 7.091
49177 | | 42,966 89,138
’ |
9 Income tax expense ; l
' |
Six months ended Six months ended Year ended

30 June 2008 | 30 ljune 2005 31 December 2005
' $'000 | $'000 $'000
|
. l
Current tax (credit)/charge: i
i
|
UK corporation tax 288 I 374 42
Foreign tax (2,077) ; 6,406 (208)
Total current period (1,789) | | 6,780 (166)
|
|
i
?
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!

Deferred tax (credity/charge: ‘ {1,923) , (355} 26,993

Total income tax ’(credit)lexpense i (3,712) | | 6,425 26,827

In the year ended 31 December 2005 the Group wrote off its deferred tax assets to reflect uncertainty over future
profitability. The Group’s Swiss and UK entities have significant trading Iosses carried forward in respect of which
no deferred tax assets have been recognised due to the unpredictability of future profit streams.

Note 6 Segment.al information shows that in the six months to 30 June 2006 the Group's North American entities
made a pre tax loss of $13.3 million. As a result of these allowable tax Iosses the ‘Group has reversed a
previously recogmsed deferred tax liability of $1.9 million and has also| recognrsed a current tax recoverable of

$2.8 million. r
!

The corporation tax for the interim periods ended 30 June 2008 and 30 June 2005 was calculated so as to
represent the best estimate of the weighted average annual corporatlon tax rate expected for the full financial
year.

|

10 Dividends

Six months ended Six months ended Year ended
. 30 June 2006 130 June 2005 31 December 2005
$000 | $'000 $'000
Final dividend fo. the year ended 31 December '
2004 of $0.07 per share - J 12,203 12,203
|
- | 12,203 12,203

|
|
!
i

11 Disposal of subsidiary

Alea North America Insurance Company has entered into an agreement to sell its Delaware excess and surplus
lines carrier, Alea North America Specialty Insurance Company (“ANAStC } toInsurance Corporation of
Hannover, a meinber company of Praetorian Financial Group, Inc. ("Praetonan )

I

Under the terms of the agreement, Praetorian will purchase ail of Alea’ s shares in ANASIC in exchange for a cash
payment of $4 million plus the policyholders' surplus of ANASIC as of the closing date.

Total conslderatlon will be between $30 million and $36 million. Subsequent distribution of proceeds is subject to
regulatory apprcval and other conditions. ‘ '

On the closing clate the Group’s Alea Bermuda Utd affiliate will assume 100% of all business written by ANASIC
prior to the closing date. The obligations under the agreements will be supported by a guarantee of the Company.

The sale is subject to regulatory approval and other customary condltlons Alea will continue to administer the run-
off of the in force business as of the closing date. ]

- available for sale

Alea North America Specialty Insurance Company i As at
| 30 June 2006
| $'000

ASSETS ! ]

Deferred acquisition costs | 50

Financial assets i

Debt securiti:as I
| 31,727
!
i
!
i
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Loans and receivables including insurance receivables | 245
Reinsurance contracts { 10,528
Cash and cash ejuivalents . } 495
i
Total assets ! | 43,045
!
LIABILITIES l
Insurance contracts | : 12,258
Other liabilities and charges ! 125
Trade and other payables ' | 32
. |
Total liabilities _ | | 12,415
[}
I
Net assets i 30,630
\
EQUITY :
Capital and reserves attributable to the Company's equity holders I
]
Share capital | 3.500
Share premium | 26,623
Revaluation reserve (1) ‘ | {(1,111)
Retained earnings ! 1,618
Total equity ‘ i | 30,630

(1) The revaluatlon reserve reflects the cumulative effect of unrealised gams and losses in respect of debt

securities held for sale directly recognised in equity 1‘
12 Insurance and reinsurance contracts |
I

Insurance and reinsurance contracts are comprised of the following: '
As at As at As at
30 June 2006 30 June 2005 31 December 2005
$000 |  $'000 $'000

I

Gross claims outstanding !
Provision for clailfns outstanding, reported and not reported 2,415,042 2,231,736 2,531,928
Discount (127,702) (155,681) {133,443)
2,287,34(:!t 2,076,055 2,398,485
Claims handling provisions 25,509 22,690 30,372
Total gross claims outstanding . 2,312,849 | 2,008,745 2,428,857
Provision for unearned premiums on insurance contracts 138,811 | 920683 443,599

|
Total insurancecontracts 2,451,660 3,019,428 2,872,456

' |

Aggregate exce;ss reinsurance :
Provision for claig'ns outstanding, reported and not reported 321,270; 434 978 343312
Discount . . {9,132) {30,678) (11,308)
Net aggregate excess reinsurance 312,138 | 404,300 332,004

|

Other remsuranice }
Provision for claims outstanding, reported and not reported 659.81(3E 538,040 672,952
Discount . {3,866) (7,152) (5,455)
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i _
Net other reinsurence 655,944 . 530,888 667,497
i
Total reinsurance : }
Provision for claims outstanding, reported and not reported 981,080 , 973,018 1,016,264
Discount . (12,998) (37,830) (16,763)
Total reinsurers’ishare of claims outstanding 968,082 | | 935,188 999,501
Provision for unezrned premiums on reinsurance contracts 32,9251 | 89787 58,138
: | |
Total reinsuranc: contracts 1,001,007 ! 1,024 975 1,057 639
Claims outstanding, net of reinsurance ; .
Before discount 1,459,471 1,281,408 1,546,036
Discount {114,704) . (117,851) (116,679)
Claims outstanding net of reinsurance 1,344,767 . 1,163,557 1,429,357
f
As at As at As at
30 June 2006 30 June 2005 31 December 2005
Security held for aggregate excess reinsurance $'000; $°000 $'000
|
Deposits receivec} from reinsurers 46,9461 93,381 47,445
Trust fund and LC}C collateral available against aggregate %
excess contracts , 260,561 283,684 279,704
Total collateral av:ailable against aggregate excess i
reinsurance recoverable 307,507 377,065 327,149
Collateral held in respect of unearned premiums - 87 13
Total collateral held 307,507 | 377,152 327,162
13 Borrowings i
The borrowings are repayable as follows: As a_‘t As at As at
30 June 2006 30 June 2005 31 December
| i 2005
$'000 $'000 $'000
!
On demand or within one year -f - -
In the second ye:ar 200,000 - 200,000
In the third to fifth years inclusive - 200,000 -
After five years . 120,000 120,000 120,000
: 320,000 320,000 320,000
|
Less: Capitalised debt raising expenses {3,017) (3,694) (3,369)
Amount due for settlement after 12 months 316,983 | 316,306 316,631
' i
Debt raising exgenses are capitalised and are amortised over the perioc;f of the loan.
Analysis of borrowings: j
As at As at As at
30 June 2006 30 June 2005 31 December
| 2005
$°000 $'000 $°000
Amounts owed fo credit institutions 200,00@ 200,000 200,000
Trust preferred securities 120,000 120,000 120,000
' i
|
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Total borrowings . 320,000 320,000 320,000

All borrowings are recorded at fair value.

Amounts owed 10 credit institutions
The three-year bank term loan of $200.0 million and the $50.0 million revolver currently carry an interest margin of
120 basis points, which is adjustable based upon the Standard and Poor's debt ratings for Alea. The $50.0 million
revolver facility is additionally subject to a commitment fee of 40% of the appllcable margin. The term loan was
used to repay the: pre-existing financing facilities with the balance being used for general corporate expenses.

In February 2005, the $50.0 million revolver was fully drawn and the funds were used to make a voluntary
prepayment of $50.0 million under the $200.0 million term loan. This prepayment was accompanied by an
amendment which increased the financial flexibility of Alea under this financing.

The loan imposes restrictive covenants including tangible minimum equity, debt-to-capitalisation ratio limitations,
fimitations on the: granting of liens, payment of dividends, other dlsposmons of assets, increased indebtedness
and distribution cf assets.

i
i

Trust preferred securities

In December 20()4 the Group issued $100.0 million of trust preferred securltles and had in place a commitment
for an additional $20.0 million of trust preferred securities, issued in January 2005 These securities (:ssued from
three Delaware trusts established by Alea Holdings US Company, of which one trust was established in January
2005) provide for a preferred dividend at a rate of three month LIBOR plus|285 basis points. These securities
allow for the pcstponement of preferred dividends under certain circumstances for up to five years. These
securities carry rio financial covenants and no cross default covenants, have a fixed maturity of 30 years, and are

callable after five years. '
14 Provisions '
j
' Restructuring
: Provision
' $'000
At 31 Decembeir 2004 | -
Additional provision in the period -
Exchange difference -
At 30 June 2005 ; -
Additional provision in the period (see Note 5) ! 18,253
Exchange difference f (691)
At 31 December 2005 . 17,562
|
Utilisation of provision due to onerous contracts , {1,233)
Reversal of provision due to onerous contracts (1) . {2,500)
Utilisation of provision due to severance payments | {4,960)
Exchange difference i 636
At 30 June 2006 ' | 9,505

I
(1) As a result of Alea North America's sublease of its empty offices in Wilton a reversal of the previously

recognised provision for onerous contracts has been made. The reversal is part of the restructuring costs

presented in the income statement. T

v
1
|
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15 Consolidated statement of changes in equity

!
|
1

Attributable to equity holders of the Company

Page 34 of 40

|
For further details regarding the restructuring costs see Note 5.
Share Share Capital Revaluation Hedging Retained Share Non- Total
capital premlum reserve reserve (1} and earnings based distributable
‘ translation J payment reserve (3)
reserves | reserve
2)
$'000 $'000 $'000 $'000 $'000 I $°000! $'000 $'000 $'000
As at 1 January _ ' I
2006 1,737 629,311 75,381 (12,671) (1786) (2'04,1 39) 986 - 490,429
Loss of the period . (10,6486) {10,846)
!
Revaluation on i
available for sale !
investments - I
gross (36,607) (36,607)
Revaluation on |
available for sale !
investments - tax - ' -
]
Movement in share !
based payment [
reserve i {187) (187}
Translation gains - ! ]
gross , 4,158 4 4,158
Translaticn gains -
tax - | -
' i
Asat30June ! I
2008 . 1,737 629,311 75,381 {49,278) 3,982 (214,785) 799 - 447,147
i ) |
- Attributable to equity holders of the Company
i
Share Share Capital Revaluation Hedging R:etalned Share Non- Total
capital premlum reserve raserve (1) and ealmings based distributable
. ’ translation | payment reserve (3)
reserves reserve
: (2)
$'000 $'000 $'000 ‘- $'000 $'000 | $'000 $'000 $'000 $'000
)
As at 1 January i
2005 1,744 631,433 75,381 12,502 7,629 (].1 7,376) 823 4,358 716,510
Repurchase of E
shares (M (2,058) f (2,065)
}
!
Profit of the perioc ‘ 19,485 19,485
Revaluation on |
available for sale '
investments - !
gross 6,026 : 6,026
[}
Revaluation on !
available for sale '
investments - tax . {1,367) ] (1,367)
i
Movement in share |
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based payment
reserve

Transfer to non-
distributable
reserve - gross

Transfer non-
distributable
reserve - tax

Translation losses
- gross

Translation losses
- tax

Dividend paid

|

| Page 35 of 40
|

j

; 13 13

‘+

I

{2.113) 2,113 -

634 (634) -

: {4,891) (4,891}

(3,318} (3,316}

(12,203)

(12,203)

As at 30 June
2005

1,737

629,381

75,381 17,161 (578) {11,673) i 938 5847 718,292

Share
capita!

$'000

Share
premium

$'000

Capltal Revaluation
reserve

¥
Attributable to equity holders of the Company

Share Non- Total
based distributable

payment reserve {3)

reserve

{
Hedging Retained
and earnings
translation i
reserves

reserve {1)

' (2) ;
$'000 $'000 $'000 $'000 $'000 $'000 $'000

As at 1 January
2005

Repurchase of
shares

Loss of the period

Revaluation on
available for sale
investments - gross

Revaluation on
available for sale
investments - tax

Movement in sharé
based payment
reserve

Transfer from non-
distributable resenve
- gross

Transfer to non-
distributable resene
- tax

Translation losses -
gross

Translation losses -
tax

Dividend paid

1,744

@)

631,439

(2,128)

f

75,381 12,502 7629 (17,376) 823 4368 716,510

' (2,135)

(178,928) (178.928)

(26,593) (26,593)

1,420 1,420

163 163

6,240 (6,240) -

(1,872) 1,872 .

{4.934) (4.934)

(2.871)

(12,203) (12,203)

As at 31 Decembar
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2005 . 1,737 629,311 75,381 {12,671) {176) (204!139) 986 - 490,429

(1) The revaluatu)n reserve is a component of shareholders’ equity that is use’d to record the difference between -
the market value of available for sale investments carried on the balance sheet and the amortised cost of those
assets. Unreallsed gains and losses arising when the market value is compared with the amartised cost ‘of the
assets are posted to this reserve. ‘ I

(2) Movements in the unrealised gains and losses arising from the translation’ jof the Group's assets and liabilities
denominated in functional currencies of the Group are shown in the hedglng and translation reserve.

(3) The non-drstnbutable reserve represents a statutory reserve establlshed by Alea London Limited in

accordance with{UK Company Law for the purposes of mitigating exceptronally high loss ratios in future years as
required by Schedule 9A of the Companies Act.

16 Net cash flow from operating activities

!
l
4
|
Six months ' Six months Year ended
I
|
)

ended ended
30 June 2006 30 June 2005 31 December 2005
$'000 $'000 $'000
. i
(Loss) /.profit for the period (10,646) | 19,485 (178,928)
Adjustments for: 1
- tax expense ' {3,712) ! 6,425 26,827
- depreciation ' 1,955 3,001 5,897
- impairment Ios:. recognised in respect of property,
plant and equrpment - - 1,645
- impairment Icss recognised in respect of licences - ! - 1,299
Net cash flows for the period transferred to investing I
activities (45,832) ! (42,783) (92,123)
Loss on sale of pz'-roperty, plant and equipment 42 53 . 64
Debt interest expense ) 11,282 7,441 16,344
Loss/{profit) on foreign exchange 8,311 i {1,229) (2,6086)
Change in operatmg assets and liabilities I
{excluding the ¢ffect of acquisitions and '
exchange differences on consolidation) !
i
Net increase in if15urance liabilities (464,492) 256,253 100,806
Net decrease/{increase) in reinsurance assets : 69,059 { {31,007) (57.440)
Net decrease/(increase} in loans and receivables 212,294 | (119,515) 266,719
Net Encreasel(de:crease) in other operating liabilities - 24,304 ‘ (33,433) 25,786
Net movement in share based payment reserve ' (187) i 113 * 163
Net cash from pperating activities {197,622) | I 64.814 114,453
|
17 Contingent liabilities !
Structured settiements |

The Group, through the Canadian branch of Alea Europe Ltd, has assumed ownership of certain structured
settlements and has purchased annuities from life assurers to provide fixed and recurring payments to those
underlying clalmants As a result of these arrangements, the Group |slexpcsed to a credit risk to the extent that
any of these insurers are unable to meet their obligations under the structured settlements. This risk is viewed by
the Directors as‘ being remote as the annuities are fully funded and the Group has only purchased annuities from
Canadian i msure rs with a financial stability of AA or higher (Standard &' Poor's). The Canadian branch is in run-off
and the branch discontinued accepting assignments of annuities in Augusl 2001,

in the event of all the relevant life insurers being unable to meet their obllgatlons under the structured settlements,
at 30 June 200€, the total exposure, net of amounts that may be recoverable from the Compensation Corporation

|
[
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of Canada (a Canadian mdustry -backed compensation scheme), is esttmated to be 39 million Canadian Dollars
($35 million) and the maximum in relation to any one insurer 18 million Canad|an Dollars ($16 million).

Litigation ]
In January 2003, a claim was made against the Group and its indirect sub5|d|ary Alea North America Company
(‘ANAC') by a former employee of ANAC alleging, inter alia, d:scrrmmatron harassment and retaliation for
damages totalling $3.5 million. The Group’s motion for summary Judgement resulted in the dismissal of most of
the claims prior {o trial. In October 2005 a jury verdict was rendered in favour of the Group and ANAC on all
remaining clalrns The former emptoyee has appealed. At this stage it is not possible to estimate the amount of
any potential Ilablllty that may arise for the Group. The Group belreves the allegations are unfounded and is
vigorously defen:tlng itself against the claim and is opposing the appea| No pravision has been made in the
accounts for this imatter. !

Subpoenas andt requests for information/regulatory matters

The US domlcﬂed insurance members of the Group received certain subpoenas and information requests with
respect to the ongoung investigations by various regulators and governmentaliauthorities relating to industry-wide
investigations m*o US producer compensation practices and arrangements In November 2004, Alea North
America Insurance Company (“ANAIC") received a subpoena from the Attorney General of New York and,
together with Alea North America Speciality Insurance Company (ANASIC) received inquiries from the
insurance depariments of Delaware and North Carolina. No allegations of wrongdorng have been made against
ANAIC, ANASIC nor any of their employees, nor does the Group have reason to believe that any of them are
specific targets of any investigation. t

The Group has :,ooperated fully with these mqulr:es After concluding thelr internal investigations in connection
with these matters these member compames have reported to these regutatory authorities that they have
identified no tran'sactions or information causing concern, nor are they aware of any improper conduct.

Certain membels of the Group have received subpoenas and information requests with respect to finite
reinsurance from the US Securities and Exchange Commission, the FSA the Australian Prudential Regulatory
Authority and the Florida and Delaware state insurance authorities. ,‘

The Group has cooperated or is cooperating fully with each authority from which it has received an mquary and is
aware of no imptoper conduct. i
These mdustry-wnde investigations, including certain of the mvestrgatrons to which the Group is a party, are
ongoing and it is not possible to predict the lmpact that these mvestlgatlons or any enquiries specific to the
Group, may hav'e on the Group's current or future business and fi nancial results Moreover, there can be no
assurance that fiirther investigations will not be initiated or reopened in the future.

In connection W|th a periodic market conduct examlnatlon the Calrfornra Department of Insurance has disputed
certain fees colleoted from polncyholders by two agents of one of the Group s subsidiaries. The Group disagrees -
with the Department‘s position, but is cooperatlng to audit these fee'arrangements The agreements with the
agents involved' have been terminated. It is not' possible to predict the impact of this dispute on the Group's
financial results. |

Company contmgent liabilities
In the third quarter of 2002 the Company entered into a top down guarantee with each of the Group's rated
insurance operating entities. These guarantees are in addition to the| pre-exlstlng guarantees already in place
between certain: subsidiaries of the Group. Subject to applicable corporate and requlatory requirements, the top
down guarantees require that the Company make funds available to the msurance operating entities to allow the
entities to fulfil their insurance or reinsurance obligations to the cllentfcustomer incurred while the guarantee
remains in effect. !

t
18 Related party transactions -~ ' !
|

Kohlberg Krav:s Roberts & Co., L.P./Fisher Capital Corp. L.L.C. i

Certain parties |elated to Kohlberg Kravis Roberts & Co., L.P. own in excess of 40% of the Company's issued
shares. The Cornpany has certain relationship, management rights, shareholder and advisory fee agreements, as
amended with Kohlberg Kravis Roberts & Co., L.P.; KKR 1996 Fund (Overseas) Limited Partnership, KKR
Partners (International), Limited Partnership and Flsher Capital Corp. L. Ll iC. These agreements are further
described in the Company's Listing Particulars dated 14 November 2003 The Group pays annual advisory fees
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i
‘;
of $750,000 to Kohlberg Kravis Roberts & Co L.P., an affiliate of KKR 1986 Fund (Overseas), Limited
Partnership, a shareholder and KKR Partners (Internatlonai) Limited Partnershlp, also a shareholder and
$350,000 to Fishir Capital Corp. L.L.C., also a shareholder. As at 30 June 2006 Kohlberg Kravis Roberts & Co.,
L.P. and Fisher (,apltal Corp. LLC have received $375,000 and $175,000, respectlve!y As at 30 June 2006 the

balance due under these arrangements was $nil (30 June 2005: $nil; 31 December 2005: $nil). Certain of the
Company's direciors are interested in these entities as described in the annual Directors’ Report.

Loans to officers

Loans to officers were offered in connection with their purchase of Company shares and are interest bearing and
except as descrll)ed below, are full recourse and made on consistent terms as those to other employees. Mr M
Ricciardelli received a loan of $375,000 in connection with his purchase of pledged shares at a cost of $750,000
in March 2004 th. at bears interest at 1 year LIBOR set on the funding date and|reset annually on each anniversary
thereof. Upon termination of employment Mr M Ricciardelli is not personally hable for any amounts in excess of
the value of the shares pledged plus any accrued but unpald bonus contractually payable to him. Consistent with
other borrowers, Mr M Ricciardelli’'s loan is repayable in five equal annual mstalments of 20% of the principal
amount thereof. Mr M Ricciardelli paid the first annual principal instalment on his loan of $75,000, together with
accrued interest of $11,111 in 2005. At 30 June 2006, Mr M Ricciardelli's outstandmg balance was $300,000 and
accrued interest was $10,632. In connection with Mr M. Ricciardelli's separatlon arrangements, he has agreed to
repay his loan from the proceeds from the sales of his pledged shares and restricted stock units.

As at 30 June 2006 the Group had loans to key management personnel, including the amount set out above in
respect of Mr M Ricciardelli, in aggregate principal amounts of $450,000 (30 June 2005: $525,000). The number
of key management personnel that had outstanding loans at 30 June 2006 was 3 (30 June 2005: 3). Key
management personnel are as described below. .

Key managemeit personnel
The Group considers its key management personnel to include its directors and those members of management
reporting directly to its executive directors that have executive managernent responsibility for Group-wide
operations.

Remuneration cf key management personnel
The remuneration of the directors and those members of management reportlng directly to its executive directors
that have executive management responsmlllty for Group-wide operatlons who are the key management
personnel of the (Group, is set out below in aggregate for each of the categorles specified in IAS 24 Related Party
Disclosures. For'six months ended 30 June 20086 this included 12 individuals (|2005 14),

Six month ended Six month ended Year ended
_ 30 June 2006 30 June 2005 31 December 2005
Short-term emiployee f i |
benefits _ $1,169,411 $2,242'965 $3,507,538
Post-employment i l
benefits _ $14,250 i $98/358 $138,630
Other long-term ‘ \
benefits , $119,194 . $77/493 $154,986
) i
Termination banefits $192,234 $3,131 ,|OO4 $3,025,159
Share-based payment $65,072 ' 91 30!422 $262 417
TOTAL $1,560,161 $35,6301242 $7,088,730

Key management personnel employment and retention contracts .
Members of the Group have entered into employment and retention contracts with executive Directors andfor
certain members: of key management, in each case taking into account the practlces in the jurisdiction where the
Group operates. Terms of these agreements as they apply to the Company’ s Directors at year-end 2005 are set
out in the Director's Remuneration Report. Termination benefits in the table above include amounts paid in 2005
and during the first six month period of 2006 to departing executive Directors and certain members of key
management in settlement of such contracts. '
i
Share and loanitransactions with members of key management
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Stewart Ladermzn J

On 6 April 2005, the Company repurchased Mr Laderman's 183,880 common shares for GBP 340,178
and 498,688 vested options granted on 19 May 2000 for GBP 69,816 i |n each case in accordance with the
terms oflhis stockholder's agreement by reference to the price per common share on 31 March 2005. Mr
Laderman was granted a GBP 172,237 loan in connection with the|common share purchase program,
bearing interest at 6.85% and repayable in instaiments of 20% each 31 August, commencing in 2001. Al
31 Deceimber 2004 Mr Laderman had repaid the loan in full, including interest.

Kirk Lusk

Mr Lusk was granted a $48,998 loan in connection with the common share purchase program, bearing
interest at 4.1625% and repayable in instalments of 20% each 31 August commencing in 2005. The
Board approved a deferral of principal repayment on Mr Lusk’s loan inj2005.

Thomas Weidmen |
Mr Weidnan was granted a $99,999 loan in connection with the share purchase program, bearing interest
at 3.766/5% and repayable in instalments of 20% each 31 August commencmg in 2008,

Amanda Atkins

On 6 April 2005 the Company purchased 35,060 Common Shares held by Ms Atkins for GBP 64,861 in
accordaice with the terms of her Stockholders’ Agreement at the closing price of a Common Share on the
London Stock Exchange on 31 March 2005. For details regarding the compromise agreement with Ms
Atkins see the Directors’ Remuneration Report section in the Alea Group Annual Report 2005.

Mark Ricciardelli :

!
In connection with Mr M Ricciardelli's separation arrangements, on 29 June 2006, the Company agreed
that it wuuld vest all restricted stock units not already vested and dehver the underlying shares (totaling
70,918 =hares) to Mr M Ricciardelli for sale on or about 22 September 2006. The proceeds of the sale of
such sh: ares, together with the simultaneous sale of shares purchased in 2004 by Mr M Ricciardelli
(164,821 shares) will be used to satisfy the balance of Mr R|CC|ardeII| s loan of $300,000 plus accrued
interest of $13,360 through 31 August 2006, his last day of employment. Mr Ricciardelli's options will be
cancelled in accordance with the terms of his option agreement

INDEPENDENT/REVI EPORT TO ALE BERM DA) L

Introduction

We have been |.'|structed by the company to review the financial mformatlon for the six months ended 30 June
20086 which comprise the consolidated income statement, the consolidated balance sheet, the consolidated cash
flow statement, the consolidated statement of recognised income and expense and related notes 1 to 18. We
have read the ofher information contained in the interim report and considered whether it contains any apparent
misstatements of material inconsistencies with the financial information.,

This report is made solely to the company in accerdance with Bulletin 1999/4 issued by the Auditing Practices
Board. Our work: has been undertaken so that we might state to the company those matters we are required to
state to them in :an independent review report and for no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the company, for our review work, for this report, or
for the conclusions we have formed.

Directors’ responsibilities

The interim report, including the financial information contained therein, is the responsibility of, and has been
approved by, the directors. The directors are responsible for prepanng the mtenm report in accordance with the
Listing Rules of the Financial Services Authority which require that the accountmg policies and presentation

applied to the mtenm figures are consistent with those applied in preparing the preceding annual accounts excepl
where any changes, and the reasons for them, are disclosed. The directors have elected not to comply with
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International Accounting Standard 34 Interim Financial Reporting.

!
Review work performed |
l

We conducted our review in accordance with the guidance contained m Bulletin 1999/4 issued by the Auditing
Practices Board for use in the United Klngdom A review consists pnnmpally of making enquiries of group
management and applying analytical procedures 'to the financial |nformat|on] and underlying financial data and,
based thereon, assessmg whether the accounting policies and presentation have been consistently applied
unless otherwuse' disclosed. A review excludes audit procedures such as tests of controls and verification of
assets, liabilities' and transactions. It is substantially less in scope thah an audit performed in accordance with
International Standards on Auditing (UK and Ireland) and therefore prov:des|a lower level of assurance than an
audit, Accordingly, we do not express an audit opinion on the financial mformatlon

Emphasis of matter — going concern {

In forming our review conclusion, which is not quallf ed, we have consudered the adequacy of the disclosure made
in note 2 to the‘ financial information concerning the company’'s ablltty to 'continue as a going concern. The
company has borrowmgs which are subject to covenants. Compliance wnth those covenants at the period end and
in the future is biased on the estimates in the balance sheet and cash ﬂow projections. Both of these are prepared
on the basis ofl assumptions that are subject to material uncertalnty These conditions, along with the other
matters explained in note 2 to the financial information, indicate the exustence of a material uncertainty which may
cast significant doubt about the company’s ability to continue as a go:ng concern. The financial information does
not include adjustments that would result if the company was unable to continUe as a going concern.

Review conclusion

'
1

On the basis of jour review we are not aware of any material modiﬁca;tions that should be made to the financial
information as pyesented for the six months ended 30 June 2006.

Deloitte & Touche LLP
Chartered Accotintants
London )

19 September 2006

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item {including any prospectus) whu:h is addressed solely to the persons and
countries specificd therein should not be relied upon other than by such persons andlor outside the specified

countries. Igmland conditions, including restrictions on use and dlstrlbutlon apply!
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Regulatory Announcement |

Go to market new's section I‘ &
Company Alea Group Holdings(Bermuda} Ltd i
TIDM ALEA ' l
Headline Shareholder Notification |
Released 14:19 21-Sep-06 ~ {
Number 2987) I
i
!
; ;
21 September 2006 f
- i

Notification of Major Interest in Slha_res

Hamilton, Bermuda — Alea Group Holdings (Bermuda) Ltd (“Alea”)jannounced it had been informed on 20
September 2003 of the ownership by Morgan Stanley Securities Limited of 14,622,318 Alea common shares,
representing approxlmately 8.42% of the issued common share capital of |Alea Alea stated that it had been
informed by Mcn gan Stanley Securities Limited that this ownership in Alea shares was at the close of business on
19 September 2006. Alea has 173,781,583 common shares outstandlng and|has no treasury shares.

i
Morgan Stanley Securities Limited is a member of the Morgan Stanley group of companies. Those Morgan
Stanley group companres which are direct or mdlrect hold:ng companles of Morgan Stanley Securities Limited
are, under the tarms of Alea’s bye-laws each interested in any shares in which Morgan Stanley Securities Limited
is interested. '

|
|
For more informiation on Alea, see www.aleagroup.com. For further information, please contact:
i

Media: Sheel :awhney Analysts & Investors: i KirkjLusk
+1 860 258 6524 +1 860258 6566

: : Flnanmal Dynamics
i Robert Barlhache/

Nick Henderson

+44!20 7831 3113

Certain statements made in this press release that are not based on current or historical facts are forward- Iooklng
in nature mcluchng without limitation, statements containing words "belleves " "anticipates,” "plans,” “projects,”

"intends,” "expe cts," "estimates,” "predicts,” and words of similar |mport All Istatements other than statements of
historical facts lncludlng without limitation, those regarding the Groups financial position, business strategy, plans
and objectives | of management for future operations (including development plans and objectives relating to the
Group's products and services) are forward-looking statements. Such! forward looking statements involve known
and unknown risks, uncertainties and other important factors that could cause the actual results, performance or
achievements C|f the Group to be materially different from future results, performance or achievements expressed
or implied by such forward-looking statements. In particular, forecasting of reserves for future losses is based on
historical experience and future assumptions. As a result, they are inherently subjective and may fluctuate based
on actual future experience and changes to current or future trends in;the legat, social or economic environment.
Such forward- Iooklng statements are based on numerous assumptrons regardlng the Group's present and future
business strategles and the environment in which the Group will operate in the future. These forward-looking
statements speak only as at the date of this press release or other mformatron concerned. Alea Group Holdings
(Bermuda) Ltd expressly disclaims any obligations or undertaking (other than reporting obligations imposed on us

i
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"in relation to our listing on the London Stock Exchange) to disseminate any updates or revisions to any forward-

looking statements contained herein to reflect any changes in the Group's expectat:ons with regard thereto or any
change in events conditions or circumstances on which any such| statement is based. References in this
paragraph to thé: Group are to Alea Group Holdsngs (Bermuda) Ltd. and its subsidiaries from time to time.

'

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for cnecking content. Any news item (including any prospectus) whlch is addressed solely to the persons and
countries spacnfmd therein should not be relied upon other than by such persons andor outside the specified

countries. Terms ‘and conditions, including restrictions on use and distribution ?ppiy

©2006 London StockiExchange ple. All rights reserved I

]

http://www‘101;1donstockexchangc.corn/LSEC{WS/IFSPagesfMark!etNevi/sPopup.aspx?id=.... 10/25/2006
. . ]

| !



1
Market News , 1 ] Page 1 of 2
File No. 82-34885 !

Regulatory Announcement

e

Go to market news section ¥ &
Company Alea Group Holdings{Bermuda) Lid

TIDM . ALEA '

Headline ANASIC Sale Completion

Released 07:01 02-Oct-06

Number 7673J

RNS Number:7673J :
Alea Group Holdings (Bermuda) Ltd '
02 October 2006 i

2 October 2006

Alea Ccmpletes Sale Of Alea North America Specialty Insurance Company

Hamilton, BERMUDA - Alea Group Holdlngs (Bermuda) Ltd (the "Group"} today
announced that its subsidiary, Alea North America Insurance Company, has
completed sale of its Delaware excess and surplus llnes chrrler, Alea North
America Spec1a1ty Insurance Company ("ANASIC") to Insurance Corporation of
Hannover, a member company of Praetorian Financial Group,‘Inc ("Praetorian"}.
On completicn, the Group received $34.6 million in cash Any realised gain from
the sale will be accounted for in the Group's consolldated income statement for
the year ending 31 December 2006.

RHAHHH

r
1
|
i
1
|
For more information on Alea see wWwWw. aleagroup com. For further information,
please contﬁct i
|
4

Media: Sheel Sawhney +1 860 258 652
Analysts & Investors: Kirk Lusk +1 860 258 6566

|

!

Financial Dynamics |
Robert Bailhache :
Mick Henderson !
+44 20 7831 3113 !
!

I

Certain statements made in this document that are noﬁ based on current or
historical facts are forward-looking,in nature including,|without limitation,
statements containing words "believes," "anticipatesf" "plans, " "projects,"
"intends," "expects," "estimates," "predicts," and words of similar import. All
statements cther than statements of historical facts\lnclhdlng, without
limitation, those regarding the Group's financial p051tloh business strategy,
plans and okjectives of management for future operatlons klncludlng development
plans and objectives) are forward-looking statements! Such forward- looking
statements involve known and unknown risks, uncertalqtiestand other important
factors that could cause the actual results, performance or achievements of the
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Group to be materially different from future results, performance or
achievements expressed or implied by such forward- looklng'statements In
particular, forecasting of reserves for future losses is based on historical
experience £nd future assumptions. As a result they are 1nherently subjective
and may fluctuate based on actual future experience and changes to current or
future trends in the legal, social or economic env1ronment Such forward-looking
statements zre based on numerous assumptions regardlng the Group's present and
future busiriess strategies and the environment in which the Group will operate
in the futufe These forward-looking statements speak onl& as at the date of
this documerit or other information concerned. Alea Gfoup Holdings {Bermuda)} Ltd
expressly disclaims any obligations or undertaking (otheﬁ than reporting
obligations imposed on us in relation to our listing|on the London Stock
Exchange) tc disseminate any updates or revisions to.any forward-looking

 statements contained herein to reflect any changes 1n the Group's expectations

with regard thereto or any change in events, condltlons or circumstances on
which any such statement is based. References in thlS paragraph to the Group are
to Alea Group Holdings (Bermuda) Ltd and its subsidiaries from time to time.

This information is provided b§ RN%
The company news service from the London Stock Exchange

f
END ;
|
|
r

London Stock Ey; :change plc is not responsible for and dooes not check content on this Website. Website users are
responsible for checklng content. Any news item {including any prospectus) whlch is addressed solely to the persons and
countries specified therein should not be relied upon other than by such persons and!or outside the specified

countries. Terms and conditions, Including restrictions on use and distribution apply.
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Alea Group Holdings (Bermuda) Ltd
| 1N
Alea Groupl Holdings (Bermuda) Ltd. I
(Incorporated and registered in Bermuda under reg:strahon numberf31408)
[
Registered Oﬁ' ice: E
Canon's Court
22 Victoria o‘,treet

Hamilton HM12 '
Bermuda ’

25 April 2006 |
Dear Shareholder,

2006 Annuil General Meeting !

.The|Notice of Meetmg sets out the business to be transacted at the!Annual General Meeting to be held on
Thursday, 29th June 2006 at 10 a.m. (Bermuda time) at the Princess Louise Room, The Fairmont
Hamllton Princess Hotel, 76 Pitts Bay Road, Pembroke HMO08 Bermuda Also enclosed with this letter are
the 2005 Annual Report and Accounts and a proxy card for voting at the Annual General Meeting.

Resolutions] 1 to 4 set out in the Notice of Meeting are ordinary busilness.

Resolutions 3 and 4 — Reappointment of Directors

Resolutions, 3 and 4 propose the reappomtment of John Reeve and R. Glenn Hilliard as directors, each of
whom is retrrlng by rotation in accordance W|th the Company's Bye Iawsf John Reeve is an independent
non'executlve director and Chairman of the Board, Chairman of the Nomination Committee and a
member of the Remuneration and Audit Committees. R. Glenn HlII|ard |s an independent non-executive
director, Chairman of the Remuneratlon Commlttee and a member of the 'Audit Committee.

Messrs., Repve and Hilliard.are being recommended for re-election due to their recognized expertise in
the (re)lnswance industry and the quality of their service to the Company

Biographical and other details of the dlrectors to be re-elected elare set out in the Annual Report and
Accounts. i

r

Voting !

3

|
Shareholders of the Company who are entered on the register of shareholders at 6 p.m. (Bermuda time)

- on 26 June 2006 are entitled to attend the Annual General Meeting|and vote on the resolutions.

Votes may e cast in person at the meeting or by return of the proxy form If you submit a proxy you will
still be entitied to attend the meeting and vote in person if you wish|to. A proxy need not be a member.

The proxy card gives members the opportunrty to register a vote wrthheld A vote “withheld” is an
abstentron It is not a vote in law and will not be counted in the calculation of the proportion of votes “For”
and “Against” a resolution. '

Proxles mal( be returned by post or electromcally through www. proxyvotlng com/alea as explained in the
accompanylng notes to this notice and the form of proxy and must be received no later than 10 a.m.
(Bermuda time) on 27 June 2006 which is 2 p m. (London time) aqd 9 am. {New York time) on the same
date.

Yours faithfully,

John Reeve ‘
Chairman ) i
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN that an ANNUAL GENERAL MEETING of the Company will be held at the
Princess Louise Room, The Fairmont Hamilton Princess Hotel, 76 Pitts Bay Road, Pembroke HM08
Bermuda on 29 June 2006 at 10 a.m. (Bermuda time) for the following purposes and to consider and, if

thought fit, pass the following resclutions which will be proposed, in the case of resolutions 1 to 4, as
ordinary resolutions:

1.

3.

4.

To receive the financial statements for the financial year ended 31 December 2005, together with
the directors’ report and the auditors' report on those statements.

To reappoint Deloitte & Touche LLP as auditors to hold office from the conclusion of this meeting
until the conclusion of the next general meeting of the Company at which accounts are laid and to
authorise the directors to fix their remuneration.

To reappoint John Reeve as director.

To reappoint R. Glenn Hilliard as director.

By order of the Board
George P. Judd
Secretary

Dated 25 April 2006
Registered office:
Canon's Court

22 Victoria Street
Hamilton HM12
Bermuda

NOTES

1.

A member entitled to attend and vote at the meeting is also entitled to appoint one or more
proxies to attend and, on a poll, vote instead of him. The proxy need not be a member of the
Company. .

To be effective, the form of appointment of a proxy must be;

2.1 in the case of an instrument in writing, delivered to Mellon Investor Services LLC at P O
Box 3862 S Hackensack NJ 07606-9562 together with any power of attorney or authority
under which it is executed (or a notarially certified copy of such power or authority) not
{ess than 48 hours before the time for holding the meeting; or

2.2 in the case of an appointment of a proxy on the internet, made and received at
www.proxyvoting.com/alea not less than 48 hours before the time for holding the meeting.

Any electronic communication sent by a shareholder to the Company or the registrar which is
found to contain a computer virus will not be accepted.

A form of proxy is enciosed with this notice. Completion and return of the form of proxy in writing
or on the internet will not preclude shareholders from attending and voting in person at the
meeting. A proxy form will be invalid unless it is lodged as specified in note 2.

Only those members entered on the register of members of the Company as at 6 p.m. (Bermuda
time) on 26 June 2006 shall be entitled to attend or vote at the meeting in respect of the number
of shares registered in their name at that time. Changes to entries on the register of members
after 6 p.m. (Bermuda time) on 26 June 2006 shall be disregarded in determining the rights of any
person to attend or vote at the meeting.

Copies of all directors’ service agreements will be available for inspection at the offices of Alea
London Limited, The London Underwriting Centre, 53 Minster Court, London EC3R 7D during
normal business hours on any day (Saturday, Sunday and public holidays excepted) and at the
place of the meeting 15 minutes prior to and throughout the meeting.

The meeting is scheduled to begin at 10 a.m. (Bermuda time) on 29 June 2006, which is 2 p.m.
{London time) and 9 a.m. (New York time) on the same date.
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Alea Group Holdings (Bermuda) Ltd I
Interim Report 2006

Alea Announces Interim Results And Provides An Update On Run-Off

Financial Performance

Net insurance premium revenue for the six
months ended 30 June 2006 was $209.7
million’ {30 June 2005: $610.7 million), with
the reduction reflecting the impact of the
Group's  decision to cease  writing
newirenewal business and place its
operations into run-off.

Loss after tax for the six months ended 30
June 2006 was $10.7 million® (six months
ended 30 June 2005: profit of $19.5 milllon).
Net asse! value of $2.57 per share® (£1.40
per share) compared with 30 June 2005 of
$4.12 per share (E£2.28 per share).

Net asset value at 30 June 2006 was
impacted by cumulative unrealised losses
on investments of $49.3 million (30 June

Investment income of $49.2 million (30 June
2005; $43.0 nTiIIion).
Insurance contracts |liabilities decreased
from $2,872.5 million at 31 December 2005
to $2,451.7 mlltion at 3|0 June 2006.

Other operatmg expenses for the six months
ended 30 June 2006 were $42.5 million
compared with $612 million In the six
months ended 30 June 2005.

Limited adverse development (net of
oommutahons) of $31 million representing
0.1% of gross clalms outstanding,

Ouring the pe'nod lheIGroup entered into an
agreemant lo sell Alea North  America
Specialty Insurance Company ("ANASIC") to
a member company of Praalorian Financial

2005: cumulative gains of $17.2 million). Group, Inc. (“Praetorian”).®

+ Basic and dilited loss per share of $0.06 « 2006 performance |remains within the
(30 June 2005: eamings per share of financial covenants under the Group's bank
$0.11). credit agreement.

Run-off

Follawing the announcement of the Group's intention tocease uhderwriting and plaoe Its insurance
operations Into run-off, the Group adopted a run-off plan that |nc|udes|a proactive cost management
programme Indudmg consolidation of certain operations 16 improve operaluonal efficiency, and an
aggressive claims management and commutation strategy. The key elemenls of the plan are 1o praserve
net assets through effective management of the run-off of the Groups balance sheet, manage other
operating expenses and finance costs to levels less than or equal to investment income by year end
2007, and uitimately return capital to shareholders.

Effective 1 September 2006, Mark Cloutier was appointed Chief Executive Officer, of the Group and with
Kirk Lusk, Group Chief Financtal Officer, joined the Board of Directors.

Outlook

The Group's performance for the first half of 2006 with respect to commutaﬂonslls on plan. In addition,
headcount and expenses are running as expected. Notwithstanding our performance, there can be no
certainty as to the timing or amounts of future distributions to shareholders Any future distributions will be
subject to execution of commutations on economic terms acceptable to the Group, appropriate regulatory
approvals being obtained to fund intra-group distributions, applicable legal restrictions, rapaymant of the
Group's $150 million term loan and $50 million revolver and the retantion of adequate capital to meet
other obligations.




Alea Group Holdings {Bermuda) Ltd
interim Report 2006

Comments of John Reove, Non-executive Chairman of the Board of Directors:

“The first haif of 2006 has been a challenging time for Alea, despite which the Group's results and run-off
strategy are on plan. The Group is making progress in its efforts to reduce volatility in the balance sheet
while at the same time achieving the operating efficiencies needed to sustain a successfut run-off. We
are pleased with the parinership of Mark Cloutier as Group CEQ and Kirk Lusk as Gmoup CFQ and
walcome them as executive mambers of tha Board of Dirsctors.

The Company’ has not proposed an interim dividend for 2006."

Comments of Mark Cloutier, Group Chlef Executive:

“The Group's operating results excluding finance costs are sfightly better than plan, which is encouraging
given the significant changes implemented in the transition to run-ofl. We made considerable
Improvements in the areas of staff and organisational restructuring, claims and commutation strategies,
and expense and cash flow management. Additional progress has been made with respect to reducing
volalifity in the portfolic and accelerating our exit from active exposures through commutations and
uneamed premium cut-offs, As we move ghead, we will remain keenly focused on expense raduction
initiatives, further embedding of cash and claim management strategies, and an acceleration of
commutation activity.”

Notos

Except where specifically indicated all staternents refer to the six months ended 30 June 2006 or 2005.
mmmmmmammm The directors consider this to be the appropriate basis as el forth in
Nota 2 of the Finandial Statements.

£1.40 per share al an axchange rate of $1.83=E£1 (2005: £2.28 per share at an exchange rate of $1.81 = £1).
Weighted average number of ordinary shares of 173.7 million (at 30 June 2005: 174.4 million).

The $81.2 mition is stated afler adding back $25.0 milion of expensas that wese reclassified atl 30 June 2005 fom other
operating expenses lo acquisition costs in accordance with IAS 1 'Presentation of Financial Statements'.

Both the sale and any subsequent distribution of proceeds are subjed! to reguiatory approval and other customary conditions. Alea wil
continue 1o administer the nan-off of the in forcer business as of the dosing data
memmmm«m)mw “Group” mhrstoAleaGm.lpHddmgs(Bm)Lm.man

A Y

Financial information presented herein has been prepared In accordance with Intemational Financial
Reporting Standards ("IFRS"} and is unaudited.

Past performance cannot be relied upon as a guide to fudure performance.

Certain stataments rnada in 1his documant that are not based on current or historical facts are forward-Jooking in nature including,
without limitation, statements containing words *believes,” “anticlpatas,” “plans,” “projects,” “intends,” “"expects,” “estimates,”
"pradicts," and words of similar import. All statements cther than statements of historical facts including, without Ilrnltatiun thase
regarding the Group's financlal position, business stralegy, plans and ok} of gement for future op {includi
develcpment plans and objectives) are forward-looking stalements. Such forward-looking statements involve known and unknown
risks, uncertainties and other importanl factors thal coukd cause the actual resuits, performance or achiavements of the Group o ba
materially different from future results, performance or achievements expressed or implied by such forward-looking slatements. In
particular, forscasting of reserves for future ksses is based on historical experience and future assumptions. As a result they are
inherently subjective and may fluctuate based on actual future experience and changes lo current or future trends in the legal, social
or sconomic anvironment. Such forward-looking statements are based on numerous assumplions regarding the Group's present
and future businass gies and the environment in which the Group will operate in the futyre. These forward-looking statemants
speak only as at the date of this document or other information concerned. Alea Group Holdings (Barmuda) Ltd exprassty disclaims
any obligations or undertaking (other than reperling obdigations imposed on us in relation 16 our listing on the London Stock
Exchange) to disseminate any updates of revisions 10 any forward-looking siatements contained herein Lo reflact any changes in the
Group's expectations with regard thereto ¢r any change in events, condilions or circumstances on which any such statement is
based. References in this paragraph to the Group are 10 Alea Group Holdings (Bermuda) Lid and tts subsidéaries from time to me.




FINANCIAL REVIEW

Unaudited consolidated income statement

Six ""°"th? ended Year ended
30 June 2006 30 June 2005 | M December 2005
$'million $'million $'million
Gross premiums written {37.9) 855.3 997.5
Revenue
Premium revenue 270.9 723.9 1,347.8
Premium ceded to reinsurers {61.2) (113.2) {261.1)
Net Insurance premium revenus 209.7 610.7 1,086.7
Fee income 04 13 30
Investment income 49.2 430 89.1
Net realised (losses)/gains on financial assets {1.4) 3.6 07
Net realised gains on sale of renewal rights 0.9 - 61.1
Total revenue 258.8 658.6 1,240.6
Expenses
Insurance claims and loss adjustment 176.3 485.0 1.146.6
expenses
Insurance claims and loss adjustment (27.4) (72.4) (227.4)
expenses recovered from reinsurers
Net insurance claims 1489 4126 9182
Acquisition costs 64.2 174'8|‘ 3358
Other operating expenses 42.5 362 954
Restructuring costs 16 - 224
Total expenses 257.2 823.6‘ 1,372.8
Results of operating activitlas 1.6 35.0| (132.2)
Finance costs . (16.0) (9.1)| (19.9)
(Loss)profit before income tax {14.4) 25.9| (152.1)
Income tax credit/{expense) ¥ (6.4) (26.8)
{Loss)/iprofit on ordinary activities after i !
Incoma tax for the period (19.7) 19'5| {178.9)
Performance indicators and comparison to prior periods

The Group ceased undennrntmg new and renewal busmess and was placed |nlo run-oﬁ in the fourth
quarter of 2005. The Group's business has therefore ‘changed slgntféanlly and as a result certain
performance comparisons with prior periods may become less meamng'ful In thls: report, the Group has
modified some of the prior pericd comparisons to make them relevant to the buslness In its current state.
Going forward, the relevance of period-to-period comparisons lncluded in Group raporting will be
considered in light of the Group's run-off strategy with the objective of maklng on!y meaningful and useful

comparisons.




Reserves and clalins

At 30 June 2006 the total insurance contracts balance comprising gross claims outstanding, claims
handling provisions, discount on claims and claims handling provision and provision for unearned

premiums was $2,451.7 million, a decrease of 18.8% from 30 June 2005 ($3,019.4 million) and a
dacrease of 14.6% from 31 December 2005 ($2,872.5 million). The claims outstanding, net of
reinsurance at 30 June 2006 was $1,344.8 million. This is a decrease of 5.9% compared with 31
December 2005 ($1,429.4 million) but is an increase of 15.6% from $1,163.5 million as at 30 June 2005,
This increase reflects the fact that the Group was still an ongoing businass during the second half of
2005.

The balances are analysed below:

As at As at Ag at
30 June 2006 30 Juhe 2005 31 Decembar
2005
$'million $'million $'million
Gross claims outstanding
Provision for claims outstanding, reported and not 2,415.1 2,231.8 2,531.9
reported
Discount {(127.7) (185.7) (133.4)
2,287.4 2,076.1 2,398.5
Claims handling provislons 255 22,6 304
Total gross claims outstanding 2,312.9 2,098.7 2,4289
Provision for uneamed premiums on insurance 138.8 920.7 443.6
contracts
Total insurance contracts 2.451.7 3,019.4 2,872.5
Aggregate excess reinsurance
Provision for claims outstanding, reported and not 321.3 435.0 343.3
reported
Discount (9.1) {30.6) {11.3)
Net aggregate excess reinsurance 312.2 404.4 3320
Other reinsurance
Provision for claims outstanding, reported and not 659.8 538.0 673.0
reported
Discount (3.9) {7.2) (5.5)
| Net other reinsurance 655.9 530.8 667.5
! Total reinsurance
Provision for claims outstanding, reported and not 981.1 9730 1.016.3
reported
Discount (13.0) (37.8) (16.8)
Total reinsurers’ share of claims outstanding 968.1 935.2 999.5
Provision for uneamed premiums on reinsurance 329 89.8 581
contracts
Total relnsurance contracts 1,001.0 1,025.0 1,057.6
Claims outstanding, net of relnsurance
Before discount 1,459.5 1,281.4 1,546.0
Discount {114.h) (117.9) (116.6)
Claims outstanding, net of reInsurance 1,344.8 1,163.5 1,429.4




Reserves and claims (continued)

The follomng table presents the Groups booked gross Ioss and loss expensa reserves before claims

handling provision as at 30 June 2006 by class of business.: © ™ * - S
Generat Motor Workers' Professional |Property  MAT Total
$'million liability comp. i
1999 and prior 115.0 56.0 35.8 16 345I 100.2 3431
2000 38.2 14.5 13.9 . 271 B.Sli 25.0 1276
2001 34.5 14.2 19.2 277 6.1 14.8 116.5
2002 43.0 245 10.7 55.4 9. 8 6.4 1498
2003 50.7 46.0 8.0 435 11, B 6.8 166.8
2004 B67.7 77.0 13.9 723 32. 3 0.4 263.6
2005 32.0 76.8 4.6 43.5 164.3 1.2 3224
Total relnsurance 3811 3090 1064 2714 | 2677 1548  1,489.8
reserves )
Insurance raserves 266.8 96.3 2241 B4 | 40.4 - 664.0
Total non-ife 6479 4053 3302 3075 | 3081 1548 21538
Life structurad
sottlements l 246.3
LIfe relnsurance \ 216
Sale of ANASIC | (6.6)
Total reservas | | 2,4151

The following table analyses Alea’'s gross reserves between incurred but not reporl'ted ("IBNR") and case
as at 30 June 2006. The insurance and reinsurance splits are in line with the Group's typical business tail
and the relative maturity of the respective books.

Percentage Insurance Reinsurance Total
Case 3% 53% 49%
1BNR 61% 47% 51%
Total . 100% 100% 100%

Adverse development

During the six months ended 30 June 2006 the Group experienced deterioration net of commutations in
the gross reserves of $3,1 million ($2.2 million net of reinsurance}.

Loss reserve discount

As parmitted by IFRS 4, categories of claims provisions where the expected average interval between the
date of settiement and the balance sheet date Is in excess of four years may be discounted at a rate
which does not exceed that expected to be eamed by assets covering thé prowsnons As at 30 June 2008

25% of the Group’s gross reserves were discounted at a rate of 4.5%.

As at 30 June 2006 the Group's total net discount was $114.7 million {30, June 2005 $117.9 million). This
is expected to reduce towards zero over the duration of the normal oourse payout of the reserves. The
unwinding of the discount will be charged to insurance claims and Ioss adjustment expenses In the
income statement as the remaining expected duration drops below the UK GAAP qualified level as
permitted by IFRS 4.




Income statement

Gross pramiums written and net Insurance premium revenue

Gross premiums written (“GPW™} in the six months ended 30 June 2006 were $(37.9) million (six months
ended 30 June 2005: $855.3 million} reflecting the cancellation of policies written in prior periods. Net
insurance premium revenua reduced by 86% to $209.7 million in the six months ended 30 June 2006 (six
maonths ended 30 June 2005: $610.7 million). This is primarily due to the Group’s decision to cease writing
new and renewal business resulting in a reduction in premium.

Premiums written generally take three years to eam through the income statement. These patterns differ
by business class and operational unit. Overall, they approximate 40% in the first, 55% in the second and
5% in the third year. As at 30 June 2006 the Group had net uneamed premiums of $105.8 million (30
June 2008: $830.9 million). The Group anticipates that no significant insurance premium revenue will be
recognised In 2008 as the majority of unearned premium will have been released and recognised as
revenue by 31 Decamber 2007. '

The Group has assessed its 30 June 2006 deferred acquisition cost asset (“DAC") of $30.0 million
(30 June 2005: $228.7 million) as fully recoverable and as a result has not recorded any DAC write-off in
its six months to 30 June 2006 income statement,

Fee income

Fee income in the six months ended 30 June 2006 was $0.4 million compared with $1.3 million recorded
in the same period in 2005. Fee income represents income arising on structured relnsurance and
insurance contracts without significant transfer of insurance risk. These contracts are accounted for on a
deposit accounting basis.

Investment income and realised gains and losses

Investment incoma in the six months ended 30 June 2006 was $49.2 million, 14% ($6.2 million) higher
than the $43.0 million recorded in the six months ended 30 June 2005. The growth recorded reflects
4.0% investment income in the six months ended 30 June 2006 on average invested assets of $2,331
millien compared with 3.6% investment income in the six months ended 30 June 2005 on average
invested assets of $2,312 million.

Net realised losses on financial assets were $1.4 million in the six months ended 30 June 2006 compared
with $3.6 million realised gains in the six months ended 30 June 2005.

Net realised gatins on sale of renewal rights

The Group completed three renewal rights fransactions in the fourth guarter of 2005. These were
accounted for as net realised gains on sale of renewal rights of $61.1 million, which was recognised in the
year ended 31 December 2005, and rapresents the directors’ valuation at fair value of the business sold.
Subsequently, an additional $0.9 million has been recognised in the six months ended 30 June 2006.
These amounts reflect the discounted estimated future cash flows arising from specified percentages of
applicable commissionable premiums written over the applicable period. In determining the falr market
value of renewal rights sales, the Board considered the prior production and growth of the businesses
sold, external projections and a recent assessment of the businesses sold. The fair market value of the
renewal rights is dependent upon recelpt of commissicnable pramium on applicable business which is
periodically evaluated by the Board.




Net reallsed gains on sale of renewal rights (continued)

The table below summarises each transaction: _—

o

Transactlon Completion date 2006 income ($'million) 20035 Income {¥’ million)
London/Canopius 5 Dec 2005 ’ - 8.0
AAR/AMTrust 14 Dec 2005 - 47.0
Europe/SCOR 18 Dec 2005 0.9 6.1
Total 0.9! 61.1

To date the Group considers that the accruals above are reasonable and has received in cash $20.1
million of the estimated total of $62.0 million. The outstanding balance consists of $37.0 million due from
AmTrust and $4.9 mililon due from Canopius.

insurance claims and loss adjustment expenses

In the six months ended 30 June 2006 the Group incured net insurance claims and loss adjustment

expenses of $148.9 million (six months to 30 June 2005: $412.6 million).

The claims outstanding net of reinsurance at 30 June 2006 were $1, 3448 (at 31 December 2005:
$1,429.4 million), which equates to a decrease of $84.6 million in the six month penod.

Acquisition costs

Acquisition costs are costs are directly assoclated with the acquisition|of |nsurence and reinsurance
contracts including brokerage, commissions, underwriting expenses and olher aoqulsmon costs. They are
deferred and amortised over the period of contract, consistent with the eamlng of premlurn

Given that the Group Is no longer accepling naw insurance risk, and is releasmg its uneamed premium
reserves as the risk associated with those premium receipts is exlmgwshed acquisition costs are

expected to decrease.

In the six months ended 30 June 2006 total acquisition costs were $64.2 million|{six months ended 30
June 2005: $174.8 million).

Cther operating expenses

The Group plans to reduce other operating expenses so that in any given period may are less than total
investment income in that period net of finance costs. To the extent ‘mat |nvestment income ‘net of
discount released does not offset other operating expenses, the Group \inl establish a run-off provision.

The current Group projections indicate that a run-off provision is not required.

tn the six months to 30 June 2006 cther operating expenses ware $42.5 million. Thls compares with other
operating expenses in the six months to 30 June 2005 of $36.2 milllon whlch were stated net of a $25.0
million reclassification from other operating expenses to acquisition costs This accounlmg treatment was
performed to comply with IAS 1 *Presentation of Financlal Statements’ and reprasents premium related
expenses. As the Group is now in run-off, the equivalent reclassification i is no Iongér required.




Rastructuring costs

Restructuring costs in the six months ended 30 June 2006 were $1.6 million (year ended 31. December
2005: $22.4 million}. The Group anticipates headcount at the end of 2006 will be less than 200 and will
raduce further in line with reserves and invested assets.

Included are redundancy costs incurred of $4.1 million for severance payments made to employees who
were hot parl of the original restructuring ptan as disclosed at 31 December 2005.

Restructuring costs also include a credit of $2.5 million which results from Alea North America's sublease
of its smpty offices in Wilton and a resulling reversal of part of the previously recognised provision for
onerous contracts. ’

Results of operating activities

In the six months ended 30 June 2006, results of operating activities were a profit of $1.6 million
compared with a profit of $35.0 million in the six months ended 30 June 2005 reflecting the transition into
run-off detailed above.

Finance costs

Finance costs include investment expenses, foreign exchange movements and debt intarest. In the six
months ended 30 June 2006 total finance costs were $16.0 million, compared with $9.1 million recorded
in the same period in 2005. The majority of this increase results from a rise in interest rates. As is detailed
in the section on Financing Facilities, interest is charged at LIBOR plus 285 basis points on the trust
preferred facility and at LIBOR plus 120 basis peints on the three-year bank facility. The Group was also
significantly impacted by the weakening of the dollar in the European operations.

Loss before income tax

Lass before income tax was $14.4 million in the six months ended 30 June 2006 compared with a profit of
$25.9 million in the six months ended 30 June 2005. This reduction reflects the change in the results of
operating activities noted above and the transition into run-off.

Income tax expense

The income tax credit in the six months ended 30 June 2006 was $3.7 million, compared with a charge of
$6.4 million in the six months ended 30 June 2005. The effactive tax rate was 25.9% in the six months
ended 30 June 2006 (six months ended 30 June 2005: 24.8%). The impact of the Income tax credit on
the income statement is summarised as follows:

Six months ended Six months ended Year ended
30 June 2006 30 June 2005 31 December 2005
$'million $'million $'million
Current tax
{credit)/charge:
UK corporation tax 03 0.4 -
Foreign tax {2.1) 6.4 (0.2}
Total current period {1.8) : 6.8 {0.2)
Deferred tax (1.9} (0.4) 27.0
(credit}/charge:
Total Income tax 3.7 6.4 26.8

{credit)/expenseo

8




income tax expense (continued)

. DU

In the year ended 31 Decamber 2005 the Group wrota off the majonty of its deferred tax assets to reflact
uncertainty over future profitability. Consequently, the Group's Swiss and UK entmes have significant
trading losses carried forward in respect of which no deferred tax assets have bean recogmsed

In the six months to 30 June 2006 the Group's North American entities made a pre tax loss of $13.3
million. As a result of these allowable tax losses, the Group has reversed a prevnously recognised
deferred tax liability of $1.9 million and has also recognised a current tax recoverablé of $2.8 mull:on

The corporation tax for the interim periods ended 30 June 2006 and 30 June 2005!was calcu!atad 50 as
to represent the best estimate of the weighted average annual corporation tax rate expected for the full
financial year,

Loss on ordinary actlvities after income tax
Loss oh ordinary activitles after income tax in the six months ended 30 June 2006 was $10.7 million,
compared with a profit of $19.5 million in the six months ended 30 June 2005.
Loss per share
Basic and fully diluted loss per share for the six months ended 30 June 2006 was $0.06 per share (six
months ended 30 June 2005: eamings per share: $0.11}).
Dividend

The Company will not be paying an interim dividend for the 2006 financial year.




Balance sheat

Total assots

Total assets as at 30 June 2006 decreased by 16% to $3,769.5 million from $4,513.5 million at 30 June
2005,

Net assets

Net assets (shareholders’ funds attributable to equity interests} at 30 June 2006 were $447.1 miflion (30
June 2005: $718.3 million). Net assets per share were $2.57 (30 June 2005: $4.12). At the 30 June 2006
exchange rate of $1.83= £1, net assets per share were £1.40 (30 June 2005: £2.28 at an exchange rate
of $1.81 = £1). Net assets have remained refalively stable compared with the position at 31 December
2005 (3490.4 million} after taking into consideration the impact of interest rale movements on the
investment portfolio described below.,

Relnsurance recoverables

Total reinsurers’ share of claims outstanding was $968.1 million at 30 June 2006 {$935.2 at 30 June
2005). The increase is primarily due fo catastrophe losses incurred in the second half of 2005 offset by
the commutation of the Inter-Ocean adverse development and aggregate excess of loss covers.

Invested assets

The Group's investment strategy emphasises a high quality diversified portfolio of liquid investment grade
fixed income securities as a method of preserving capital. The investment portfolio does not currently
consist of equity or real estate investments, but the Group may, in the future, invest in other asset classes
on a modest basis as part of a continuing conservative investrnent strategy. ’

At 30 June 2006 the value of available for sale investments was $1,980.7 million, compared with $2,123.5
million at 30 June 2005,

Of total invested assets $1,971.6 miltion (30 June 2005: $2,092.0 million) is managed by third-party fund
managers with the asset mix shown below. The remaining invested assets of $9.1 million include
predominantly mutual funds invested in fixed income securities.

Agset class 30 June 2006 30 June 2005
US government 28% 27%
US mortgage 20% 20%
EU and Switzerland government and corporate 16% 16%"
US corporate 11% 12%
Asset backed securities 5% 8%
US municipalities 1% 1%
Canadian govemment and provinces 3% 2%
Cash and other 16% 4%
Total 100% . 100%

At 30 June 2006 the Group’s investment portfolio had an average duration of 2.6 years (30 June 2005:
3.4 years). The Group intends to monitor the average duration of the portfolic to provide liquidity
anticipated to be required to support the Group's run-off strategy.
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Invested assets (continued)

In the first hall of 2006 the Group achieved a total gross return on the Investment portfolio of 0.8% (six
months ended 30 June 2005: 4.8%). The investment retum oompnsad;‘d 0% |nvesmtenl income {six
menths ended 30 June 2005: 3.6%), 0.1% realised loss {(six months ended 30 June 2005: gain of 0.3%)
and 3.1% unrealised loss {six months ended 30 June 2005: gain of 1. O%)'on average invested assets of
$2,331 million (six months ended 30 June 2005: $2,312 million).

At 30 June 2006 all of the Group's fixed income portfolio was rated A or better and 98% was rated AA or
better by either Standard & Poor's or Moody's. The portfolio had a welghted average rating of AAA based
on ratings assigned by Standard & Poor's or Mocdy's. Other than with respect lo US, Canadian and
European Union government and agency securities, the Group's Investment gmde!lnes limit its aggregate
exposure to any single issuer to 5% of its portfolio. All securities must be rated A or better at the time of
purchase and the weighted average rating requirement of the Group's portfoho is AAA. There were no
investment write-offs in either 2005 or the first half of 2006.

There are pledges over oenain investments for the issuance of letters of credit in the normal course of
business. As at 30 June 2006 the pledges covered assets of $425.2 mllhon (30 Jung 2005: $286.4
million). In addition $132.3 million (30 June 2005: $104.2 million) is held as statulory deposits for local
regulators and a further $762.0 million (30 June 2005: $805.9 million) Is held in trust for the benefit of
palicy holders including $286.5 million (30 June 2005: $435.9 million) that Alea (Bermuda) Ltd has placed
in trust on behalf of Alea North America Insurance Company.

As at 30 June 2006 the Group held Société d'Investissament & Capital Variable {"S ICAV") of $51.8 million
(30 June 2005: $40.5 million} pledged for the benefit of French and Belgian cedants These SICAVS are
mutual funds invested in Eurcpean fixed income securities with average credit quality of AAA and
duration of approximately five and a half years.

Capital management

Financing facilities

The Group raised $100 million of hybrid capital in December 2004 and a further $20 million in early
January 2005. This capital is in the form of 30-year hybrid trust preferred 'sacurities priced at LIBOR plus
285 basis points.

At 30 June 2006 the Group had $150 million outstanding under its term loan facllity and $50 milllon
outstanding under its revolver facility. Interest is charged at LIBOR plus 120 basis points on the three-
year bank facilities. The bank facilities are due in September 2007. .

The Group's bank facllities are subject to covenants including tanglble minimum net equity, debt-to-
capitalisation ratio limitations, limitations on granting of liens, Ilmltallons on p'ayments of dividends,
limitations on other disposition of assets, limitations on increased indebtednéss and limitations on
distribution of assets.

Liquidity and cashflow

Cash flows from operating activities primarily consist of premiums collected, lnvestmenl income and
collected reinsurance recoverable balances, less paid claims, retrocessmn payments, operating
expenses and tax payments. Net cash cutflow from operating activities aﬂer |ncome tax paid for the six
months ended 30 June 2006 was $195.6 million (six months ended 30 June 2005 $61.1 million net cash
inflow). The operating cash outflow reflects the transition into run-off, and the reduction in premlum
received, .




Liquidity and cashfiow (continued)

The net increase in cash was $16.8_ million-(decrease for six months ended 30 June 2005 of $57.8
million}. This is aftet net cash received from investing activities of $225.8 million {six months ended 30
June 2005: net cash used of $118.1 million) and net cash used in financing activities of $10.6 million (six
months ended 30 June 2005: net cash outflow of $1.4 million), As a result the Group's cash and bank
overdraft at 30 June 2006 was $133.8 miltion {30 June 2005: $135.8 million).

Intra-group arrangements

The Group manages a number of different intra-group arrangements designed to ensure that each local
balance sheat retains risk commensurate with its capital base. The principal means of achieving this is by
amanging capacity through intemal quota share reinsurances (‘quota shares') primarily with Alea
Bermuda. For 2002 to 2006 underwriting years the Group has put in place a 70% quota share to Alea
Bermuda of Alea North America’s insurance and reinsurance business. For 2001 to 2005 underwriting
years there is a 35% quota share arrangement from Alea London to Alea Europe.. There is a 50% quota
share of certain 2000 and prior underwriting year business from Alea Europe to Alea Bermuda. For 2002
to 2005 underwriting years, there is an intra-group aggregate excess of loss contract from Alea Europe to
Alea Bermuda. Given the change in circumstances, the Group is evaluating options to simplify its capital
structure and balance sheet and is therefore considering commutations of the quota shares. Such
transactions would be subject to regulatory approval in each jurisdiction affected.

Strateqic alternatives

The Group confinues to explore sale options for all or certain parts of the Group. There can be no
guarantees that any transaction will take place or that a sale of the Group would be at a premium to the
current market price.

As previously announced, Alea has entered into a definitive agreement to sell Alea North America
Specialty Insurance Company (“ANASIC"), its US based excess and surplus lines company to a member
company of Praetorian Financial Group, Inc. (*Praetorian®). Praetorian will purchase all of Alea’s shares .
in ANASIC in exchange for a cash payment of $4 million plus the policyholders' surplus of ANASIC as of
the closing date, Total consideration will be between $30 million and $36 million and the transaction is
expected to be completed by year-end 2006. As at 30 June 2006 $43.0 million has been reclassified as
assets and $12.4 million as liabilities of disposabla subsidiary on the face of the balance sheet.

Employee share restrictions

As previously announced, the Board has waived cerlain contractual prohibitions restricting former
employees from selling their shares in the Company for five years from purchase and thereafter onty with
prior Board approval. The Board has also waived these requirements for current employees with effect
from the publication of these results for limited periods following publication of the Group's interim and full
year results subject to certain conditions and alt applicable legal and regulatory restrictions. As at 1
September 2006 current employees hold approximately 682,000 shares.
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Creadit ratings

On 8 September 2005 Standard and Poor's (“S&P") lowered its long-term counterparty credit and insurer
financial strength ratings on the Group to BBB+ from A-. The' downgrade'fallowed the publication of the
Group’s interim results on 31 August 2005 which did not meet S&P's expectatlons On 5 December 2005,
S&P lowered its long-term counterparty credit and insurer financial slrength ratings on the Group to BBB
from BBB+. The downgrade followed the -placement of Alea London mto run-off 'follomng the sale of
policy renewal rights to Canopius anncunced on the same day. On 14 February 2006 S&P affirned the
Group’s credit rating at BBB (stable outlook). At the same time the ratings were withdrawn at
management's request.

On 23 September 2005 A.M, Best lowered the Group's financial strength rating from A- to B++ due to
concemns over the Group's risk adjusted capitalisation. On 30 January 2006 AM. Best downgraded the
Group's financial strength rating to B from B++ and the issuer credit ratmg to BB|from BBB due to the
Group's entry into run-off and expected poor operational performance. At the same time the ratings were
withdrawn at management'’s request.
Financial calendar 2007

The Group expects to post its results for the year ended 31 December 2006 on 4 April 2007.*

*provisions! date

Kirk Lugk
Group Chief Financial Officer
19 Septamber 2006
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006

Consolidated income statement

Sk motrths ended Six months ended Yaar snded
30 June 2008 30 June 2005 31 Decembar 2005
Notes $'000 $'000 $'000
Gross premiums written 6 (37,941) 855,343 997 528
Revenue
Premium revenue 270,850 723873 1,247,768
Premium ceded to reinsurers {61,170} {113,173 {261,026)
Nat Insurance pramium revanue 3] 209,680 - 610,700 1,086,742
Fee income ] 409 1,322 3,006
Investmeant income 8 49,177 42,866 89,138
Net realtsed {losses)gains on financial assats {1.426) 3,588 6872
Net realised gains on sale of renewal rights 4 930 - 61,079
Total revenue 5 258,770 658,576 1,240,837
Expenses !
Insurance claims and loss adjustment 176,373 485,050 1,146,589
expenses
Insurance claims and loss adjustmaent
8xpenses recovered from reinsurers (27.441) (72,407} {227,320}
Net Insurance clalms 6 148,932 412,643 919,269
Acquisition costs 8 64,181 174,838 ' 335,788
Other operating expenses 42,488 36,1 95,435
Restructuring costs 5 1,556 - . 22,354
Total expenses 257,157 623,612 1,372,846
Results of oparating activities & 1,613 34,964 {132,209)
Flnance costs [15,971) {9,054) {19,892)
{Loss)iprofit before Incomp tax & {14,358) 25910 {152.101)
Income tax credit!{expense) g iz (6,425} {26,827)
(Loss)/profit on ordinary activities aftar (10,648) 19.485 (178.928)

Income tax for the period

Earnings per share for {losses)yprofits attributable to the equity shareholders of the Company during the pariod:

Earnings per shara on operating activities

Basic ()
Diluted {$)

{0.06) o1 (1.03)
{0.06) .11 {1.03}

-

14




ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006
Consolidated balance sheet
As at As ut Asat
30 June 2006 30.June 2005 31 Decomber 2005
Notss $'000 $'000 $'000
ASSETS
Propaerty, plant and equipment 8,287 14,772 9,808
Intangible assets 8,479 9,683 8,479
Deferred acquisition costs 30,036 228,743 107.00¢
Assets of a disposal group classified a3 held for sale 11 43,045 - -
Financial assets
Equity securities
- availabla for sale 161 138 181
Debt securities
- available for sale 1,980,557 2,123,485 2,205,532
Loans and receivables including insurance receivablas 563,105 552,980 678,158
Deferred tax assets 1,104 22,954 897
Reinsurance contracts 12 1,004,007 1,024,975 1,057,839
Cash and cash equivalents 133,749 135.7|95 116,862
Total assets 3,769,530 | 4,513,523 4,184,828
LIABILITIES
Insurance contracts 12 2,451,660 3,018,428 - 2,872,456
Bomowings 13 316,983 316,308 316,831
Liabilties of a disposal group clessified a3z held for sale 1 12,415 - -
Provisions 14 8,505 - 17,562
Other liabilities and charges 41,524 33,488 37,145
Trade and other payables 489,291 417,122 447 548
Deferred tax liablities - - 1,878
Curment income tax lizbilities 1,005 B,SI)OG 1,087
Total llabllities 3,322,383 | 37952N 3,694,407
Net assats 447,347 i 718,202 480,429
EQUITY
Capital and reserves attributable to the Company's equity holders
Share capital 15 1,737 1,737 1,737
Other raserves 15 660,195 728,128 692,831
Retained loss 15 {214,785) {n ,5]73) (204,139)
Total equity 447,447 | 718,292 490,429

Approved by the Board of Directors on 18 September 2006 and signed on its behalf by:

Kirk Lusk
Group Chief Financial Officer
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006

Consolidated cash flow statement

$ix montha ended Stx months ended Year snded
30 June 2006 30 June 2005 31 December 2005
Notes $'000 $:000 §'000
Cash (used in¥generated from operations 16 {197,622) 54,814 114,453
Income tax recovered/(paid} 2,004 (3,710} (3,271}
Net cash (used in)/from operating activities . {195,588} 61,104 111,182
Cash flows from investing activitios
Purchase of property, ptant and equipment {265) {4,5064) (6,656)
Proceeds on sale of property, plant and equipment 124 482 2,343
Cash payments to acquire equity and debt securities (1,857,62T) {1,466,321) {2.812,771)
Cash receipts from sales of equity and debt securities 1,837,675 1,303,221 2,351,715
Net amounts outstanding for securities 41 6,341 (2.087)
Cash receipts from income from interest and dividends 45,832 42,782 92,123
Net cash from/{used in) Invasting activities 225,780 (118,089) {175,333)
Cash flows from financing activitles
Repurchases of ordinary shares . {2,065) {2,135)
Proceeds from issuance of trust preferred securities - 20,000 20,000
Dividends paid to Company’s shareholders - {12,203} (12,203)
Capital raising fees - - 240
Interest paid on borrowings (10,606) {7,107} {16,103)
Nat cash usad In financing activities {10,606} {1.375) {10,201)
Not Increasa/{decrease} In cash and bank overdrafts 19,586 (58,360} (74.352)
Cash and bank overdrafts at beginning of period 116,962 193,628 193,628
Cash of a disposal group classified as held for sale 11 (495} - -
Exchange (losses)/gains on cash and bank overdrafts (2,304} 927 (2.314)
Cash and bank overdrafts at end of period 133,749 135,795 116,962
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006
Consolidated statement of recognised income and expense
Six menths ended Six months .n?od Year snded
30 June 2008 30 June 2005 31 Decomber 2005
$'000 | $'000 : $'000
‘ |
(LassVprofit on revaluation of available-for-sale investmants {35,994) 9.274 (20,518}
Exchange differences on translation of foreign operations 4,158 (4,891) (4,934)
Tax on items taken directly into equity - {4,806) 2,120}
Not loss recognised directly into equity {31,836} {423) {27,573}
Transfers ’
Transfers to profit and loss on sale of available-for-sale (613) (3.248) {6,074)
investments
Tax on itemns transferred from squity - 123’ 669
Total transfers net of tax , 613) ‘ 3, 1I25) (5,405)
(Loss)iprofit for the period {10,646} i 19,485 {178,928)
| |
: 1
Total mcognised income and expense for the peried {43,095) | 15.?37 (211,006)
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006

Notes to the financial statements

1 General information

Alea Group Holdings (Bermuda) Ltd {the "Company™) and its subsidiaries (collectively the “Group™) were
engaged in the business of underwriting insurance and reinsurance risks. The Group operates through
four principal operating segments representing London market business, North American business
including alternative risk transfer and reinsurance, Continental European reinsurance and financial
services. In 2005 the Group ceased to write new business and placed all operations into run-off. Although
the Group has disposed of the renewal rights for Alea Altemative Risk, Alea London and Alea Europe and
placed all operations into run-off, the Group will continue to service claims relating to business written
during 2006 and prior for the foreseeable future. As such, it is considered appropriate to recognise ali
amounts as relating to continuing operations. .

The Company Is registered in Bermuda and Is listed on the London Stock Exchange. As such it is
required fo prepare its financial information in accordance with the Bermuda Companies Act 1981, which
permits the Company and the Group to prepare financial statements which comprise the consolidated
Income statement, the consolidated balance sheet, the consoclidated cash flow statement, the
consolidated statement of racognised income and expense and the related notes 1 to 18 in accordance
with International Financial Reporting Standards (*IFRS"). Accordingly, the financial information has been
prepared in accordance with Bermuda Law.

2 Basls of preparation

The interim financial statements, as required by the Listing Rules of the United Kingdom's Financial
Services Authority (“FSA"), have been prepared on the basis of IFRS racognition and measurement
principles but, as permitted by the FSA, the Group has not adopted IAS 34 ‘Interim Financial Reporting’
earty, and consequently, the full requirements of that standard have not boen applied.

The consolidated financlal statements are presented in thousands of US dollars, rounded to the nearest
thousand. They have been prapared under the historical cost convention, as modified by the revaluation
of financial instruments which have been classified as available for sale and financial assets and financial
liabilities (including derivative instrumants) at fair value through profit and loss.

The preparation of financial statements in conformity with IFRS requires management to exercise its
judgement in making estimates and assumptions that affect the application of the Group's accounting
policies and reperted amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgement
about the carrying values of assets and liabilities that are not readily available from other sources. Actual
results may differ from these estimates.

The estimales and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the periods in which the estimates are revised if the revisions affect only
those periods or in the periods of the revision and future pericds if applicable.

Judgements made by management in the application of IFRS that have a significant effect on the
consclidated financial statements and aestimates with a significant risk of material adjustments in following
years are discussed below.

As IFRS are limited in specifying full insurance-specific guidelines to the requirements of IFRS 4 pending
completion of the second phase of the IASB's project on insurance contracts, accounting policies for
insurance contracts have been selected with primary consideration to existing UK GAAP as permitted by
IFRS 4 'Insurance Contracts’. The annual basis of accounting has been applied to all classes of business.
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ALEA GROUP INTERIM REPORT 2006 l
Six months ended 30 June 2006

Notes to the financial statements

2 Basis of preparation (continued)

Going concern basis
The Company's bomowings Include a $150 million bank term loan and a $50 million bank revoiver facllity
with its landing bank syndncate These arangements are subject to two financial covenanls which require
that the Group maintains a minimum adjusted consolidated tangible net worth and a minimum debt-to-
total-capitalisation ratio. If the Group were to breach aither one of these oovenants the lenders would
have the right to demand early repayment of thase loans in advance of the scheduled repayment date of
Saptember 2007,

The Group has met these minimum requirements at 30 June 2006 on the basis of the Group's unaudited
balance sheet at that date, and based on the Group’s current pmjecﬂons the D:rectors belleve that the
Group will continue to be able to service these borrowings, comply with the ﬁnancua‘l covenants and repay
or refinance these amounts when they fall due. However, both the balance sheet and the projections
reflect assumptions made by the Directors that are subject to matenal uncertainty which may cast
significant doubt as to whether the Group will be able to continue as a going concem. In particular:

. the fair value recorded in the balance sheet of the proceeds arising from the sale of renewal
rights (see Note 4) depends on assumptions as to the level of future premium incoms written
by the purchasers of those renewal rights;

. the level of insurance reserves recorded in the balance sheet depends on actuarial
assumptlions relating to the likelihood of insured events occurring, the quantum of claims (that
have occurred, whether reparted or not) and the time when claim payments fall due; and

« . the availability to the Company of funds to repay the loans depends on insurance subsidiaries
obtaining regulatory approval to make intra-group distributions or loans as well as the two
significant balance sheet assumptions set out above.

The Group is In an ongoing dialogue with the lending bank syndicate regarding the Group's business
outlook and strategy and will work closely with the syndicate to manage any future issues should they
arise. Run-off plans have been presented to regulators in each relevant lerrllory and the Group expects to
maintain continuous and open dialogue with them, On this hasis, the Directors belteve that the Company
will be able to repay, renew or renegotiate bank funding as necessary during the remaining term of the
Ioans, and in any case on maturity of the loans in September 2007, and therefore that it is appropriate to
continue to prepare these financial statements on a going concem basmi The ﬂnanclal statements do not
Include any adjustments that would ba necessary if the going concarm basis was not appropriate.

These consolidated financial statements have been prepared in accordance with the accounting policies

in force for the period ending 30 June 2006. A summary of the principal accounting pollcies is provided in
Note 3. .
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006

Notes to the financial statements -

3 Accounting policies

Status of Interfm financial statements

The statements for the two interim pericds are unaudited but have been reviewed by the Company's
auditors, Deloitte & Touche LLP, and their report for the six months ended 30 June 2006 is included with
this report. The interim financial statements do not constitute statutory accounts as defined in section 84
of the Bermuda Companies Act 1981. The results for the year ended 31 Decembeor 2005 do not constitute
statutory accounts as defined in section 84 of the Bermuda Companies Act 1981. The published statutory
accounts for the year ended 31 December 2005 received an unqualified audit opinion.

Basls of consolidation

These financial statements consolidate all the enterprises in which Alea Group Holdings {Bermuda) Ltd
owns or contrals, directly or indirectly, the majority of the voting shares. There are no other enterprises
over which the Group has the ability to exercise control.

intra-group transactions, balarces, and gains and losses are eliminated except to the extent that the
transaction provides evidance of an impairment of the asset transferred.

Segment reporting :

A business segment is a group of assets and operations engaged in providing products or services that
ara subject to risks and retums that are different from other business segments. A geographical segment
is engaged in providing services within a particutar economic environment that are subject to risks and
retuns that are different from those of segments operating in other economic environments,

Foralgn currency translation
(a) Functional and presentation currency

{tems included in the financial statements of each of the Group's entities are measured using the
currency of the primary economic environment in which the entity operates (the ‘functional
cumrency’). The consolidated financial statements are presented in thousands of US dollars, which
is the Group's presentation currency.

{b) Group companies

The functional currencies for Group entities are usually the currencies of the primary economic
environment in which the entity operates.

The results and financial position of all the Group entities {none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(i} assets and liabilities for each balance sheet presented are translated at the closing exchange

rates at the date of that balance sheet;

(i} income and expenses for each income statement are translated at transactional or average

exchange rates {unless this average is not a reasonable approximation of the cumulative effect of

the rates prevailing on the transaction dates, in which case income and expenses are translated
- atthe dates of the transactions); and

{iii} all resulting exchange differences are recognised as a separate component of equity.

On consofidation, exchange differences arising from the translation of the net investment in foreign
entities, and of borrowings and other currency instruments designated as hedges of such investments,
are taken to shareholders’ equity. When a foreign operation is sold, such exchange differences are
recognised in the income statement as part of the gain or loss on sale.
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006 . "

Notes to the financial statements '-

3 Accounting policies (continued)

Foreign currancy transiation (continued)

(c) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translatlon at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are reoogmsed in the income
statement, except when deferred in equity as qualifying cash flow hedges and qualifying net
investment hedges.

Translation differences on non-monetary items are reported as part of the fair value gain or loss.
Translation differences on non-monetary items, such as equities classified as available-for-sale financial
assets, are included in the revaluation reserve in equity.

To safeguard against fluctuations in exchange rates, Group entities seek to match'assets and liabllities in
currency. However, cumency gainsflosses which do arise from transactions in & currency other than a
functional currency are reported in the income statement within other Income or other expenses, as
applicable.

The foreign currency rates used for significant foreign cumrencies are as follows:

30 June 2006 30 June 2006 30 June 2005 30 June 2005

Average Closing | Average Closing

British pound 0.5606 0.5457 0.5327 0.5525
Euro 0.8138 0.7872 0.7763 0.8261
Swiss franc 12741 1.2329 1.1985 1.2786
31 December 2005 31 December 2005

Average Closing

British pound . 0.5500 0.5788
Euro 0.8022 0.8420
Swiss franc 1.2418 1.3105

Insurance contracts
The Group enters into contracts that transfer insurance risk or financial risk or both,

Insurance contracts are those contracts that transfer significant insurance risk. Insurance risk is defined
as risk, other than financial risk, transferred from the holder of a contract to the issuer. Financial risk is
defined as the risk of a possible future change in one or mare of a}spectfed interast rate, financial
instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit
index or other variable, provided in the case of a non-financial variable that the variable is not specific to a
party to the contract.

Those contracts that do not transfer significant insurance risk are accounted for, by reoogmsung an asset
or liability based on the consideration paid or received less any expllcﬂIyJ identified premiums or fees to be
retained by the ceding company. Future cash flows are estimated to calculate the effective yield, and
revenues ahd expenses are recorded as other income or expense.
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ALEA GROUP INTERIM REPORT 2006
Six months ended 30 June 2006

Notes to the financlal statements

3 Accounting policies (continued)

Premlum revenue

For all insurance contracts, premiums are recognised as revenue proportionally over the period of
coverage, having regard, where appropriate, to the incidence of risk and this is known as eamed
premium. The portion of premium receivable on in-force contracts that relates to unexpired risks at the
balance shest date is reported as the unearned premium liability. Premiums are shown before deducuon
of commission and are exclusive of taxes and duties levied thereon.

Premiums comprise total prermums earned under contracts incepting dunng the financial period, togsther
with adjustments arising in the financial period to premiums eamed in respect of business written in
previous financial years. Premiums also include estimates of pipeline premiums eamed on business
written but not yet notified to the Group.

In respect of bath risks accepted and risks ceded by the Group, premiums and claims relating to
reinsurance arrangements which do not involve significant transfer of insurance risk are not recognised in
the income statemant but are accounted for as deposits due from, or liabilities due to, reinsurers or
cedants.

Reinsurance

The Group cedes premium and risks in the normal course of business in order to limit the potential for
losses arising from risks accepted. Insurance premiums ceded to reinsurers on contracts that are deemed
to transfer significant insurance risk are recognised as an expense in a manner that is consistent with the
recognition of insurance premium revenue arising from the undertying risks being protected. Reinsurance
contracts that do not meet the definition of an insurance contract are accounted for as financial assets.
The portion of premium ceded to reinsurers on in-force confracts that relates to unexpired risks at the
balance sheet date is reported as the uneamed premium asset.

Insurance claims and loss adjustment expenses recovered from reinsurers are accounted for in the same
accounting period as the claims for the related inward Insurance and reinsurance business being covered
and are estimated in a manner consistent with the claim liability associated with the reinsurance poticy.

Provision is made for potentially non-collectable reinsurance recoveries and the exposure of the Group to
credit risk is assessed through the aggregation of reinsurance assets due from counter parties balonging
to the same insurance groups.

Deferred acqulsition costs (“DAC™)
Costs which vary and are directly associated with the acquisition of insurance and reinsurance contracts
including brokerage, commissions, underwriting expenses and other acquisition costs are deferrad and
amortised over the period of contract, consistent with the eaming of premium. These are shown as a
capitalised asset in the balance sheet.
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3 Accounting policies (continued)

Insurance claims and loss adjustment expenses
Insurance claims and loss adjustment expenses comprise the estimated cost of all daims occurring prior
to the balance sheet date, whether reported or not, and include loss adjustment expenses retated to
intenal and external direct and indirect claims handling costs, and adjustments to claims outstanding
from previous years, Claims handling costs include related internal and external direcl and indirect claims
handling costs and consist of third party loss adjustor fees, legal expenses and claims staff costs.

Liabilities for unpaid claims are made on an individual case basis and are based on the estimated
ultimate cost of all claims notified but not settled by the balznce shest date, together with the provision for
related claims handling costs and net of salvage and subrogation recoveties. Tha provision also Includes
the estimated cost of claims incurred but not reported at the balance sheet date based on statistical
methods.

The Group discounts certain calegories of claims provisions, such as certain casualty and auto liability
claims, where the expected average interval between the date of claim seftlement and the balance sheet
date is in excess of four years in accordance with the statutory regulations of the European Union. The
discount rate used is 4.5%.

Liability adequacy test
At each balance sheet date, liability adequacy tests are performed to ensure, the adeguacy of the
insurance contract liabilities net of related DAC and premiums receivable.

Provision is made where current best estimates of future contractual cash flows and claims handling and
administration expenses arising after the end of the financlal period from contracts concluded before that
date is expected to exceed the provision for uneamed premiums net of DAC and premiums receivable.
Investment income from the assets backing the liabilities is taken into account in calcutanng the provision.
The assessment of whether a provision is necessary is made on the basis of lnformatlon available as at
the balance sheet date, after offsetting surpluses and deficits arising on products which are managed
together. Any deficiency is immediately charged to the income statemenl initially by writing off DAC and
by subsequently establishing a provision for losses arising from llability adequacy tests (the unexpired risk
pravision). Any DAC written off as a result of this test cannot subsequently be reinstated.

LY
Investmant income
Investment income includes dividends, rent and interest. Dividends are accrued on an ex-dividend basis
that is when the right to receive payment is established. Interest and rental i |ncome are recoghised on an
accruals basis. Interest income in respect of the Group's available for sale invéstments is recognised
using the effective interest method.

Fee income
Fee income represents income arising on finite risk reinsurance and insurance contracts without
significant transfer of insurance risk and expense related to deposits received| from reinsurers. Such
income is recognised over the term of the contract,
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3 Accounting policies (continued)

Employee Benefits
{a) Share-based payments

The cost of awards to employees that take the form of shares or rights to shares is charged to the
income statement as personnel costs on a straight line basis over the period to which the
employee's performance relates and a comresponding amount is reflected in revenue raserves in
shareholders’ equity. The charge is calculated as being the fair value of the shares at the date of
grant, reduced by any consideration payable by the employee, and a reasonable expactation of
the extent to which performance criteria will be met.

() Pension costs

The Group only operates defined contribution pension arrangements. Contributions are charged
fo the Income statement as employee benefit expense as they become payable in accordance
with the rules of each scheme. The Group has no further payment obligations once the
contributions have been paid. Prepaid contributions are recognised as an asset to the extent that
a cash refund or a reduction In the future payments Is available.

Operating loases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received
from the lesser) are charged to the income statement on a straight-line basis over the period of the lease.

Propenrty, plant and equipment

Property, plant and equipment comprises items of equipment only, Equipment is stated at cost less
accumulated depreciation and impairment losses when appropriate. Depreciation is charged to the
incomne statement on & straight-ling basis over the estimated useful lives of the assets. The estimated
useful lives vary between three and five years for fixtures and equipment.

The gain or loss arising on the dispasal or retirement of an asset is determined as the difference baetweaen
the sales proceeds and the carrying amount of the asset and is recognised in the income statement,

The residual values and useful lives of the assets are reviewed at each batance sheet date and adjusted
if appropriate.

Intangible assets )
Intangible assets represent the cost of licences acquired to conduct business in the United States. The
Directors consider these licences to have indefinite useful lives, Licences are granted for an indefinite
period and are essential to carry on business. The licences are tested for impairment at each balance
sheet date.
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3 Accounting policies (continued)

‘Investments — Financial Instruments

The Group recognises a financial asset or a financial liability on its balance sheet when it becomes a
party to the contractual provisions of the instrument. On initial recognition the Group determines the
category of financial instrument and values it accordingly. The classification depends on the purposa for

which the investments are acquired.

(a)

(b}

(c}

Available-for-sale securities

Avallable-for-sale securities are non-derivative financial assets, typically equities or bonds. On
initial recognition, the falr value is the cost including transaction costs dlrectly aftributable to the
acquisition. On subsequent remeasurement the fair vatue excludes lransactlon costs on disposal
and represents the listed bid price. Fair value movements are recognised in equity.

Loans and raceivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market othar than those that the Group intends to sell in the short
term or that it has designated as at fair value through income or availab1e—for sale. Receivables
arising from insurance contracts are also classified in this category and are reviewed for
impairment as part of the impairment review of loans and receivables.

Trade recelvables do ot carry any interest rate and are measured at the fair value which is their
nominal value less appropriate allowances for estimated lrrecoverable amounts. On the initial
recognition of loans the carrying value is determined as the pmceeds of the loans less the costs
of the transaction which are amortised over the length of the loan period|in accordance with the
effective interest method.

Derivative financial instruments

Derivative financial instruments are initially measured at fair vatue on the contract date. The
method of raoogmsmg the gain ot 1035 on subsequent changes in fair value depends on whether
the derivative is designated as a hedging instrument. Gains or losses on]derivat'rves that are not
classified as hedges are recognised in the income statement. Derivatives are classified as held-
for-trading unless they are designated as hedges.

The Group documents at the inception of the transaction the relationship betwsen hedging
instruments and hedged items, as well as its fisk managemem objective and strategy for
undertaking various hedge transactions. The Group also documents its assessment, both at
inception of the hedge and on an ongoing basis, as to whether the derivative Instruments used in
hedging transactions are expected to be and have been highly effective|in offsetting changes in
fair value or cash flows of hedged items.

The Group has not designated any investments to be held to maturity or to be valued at fair value through

income,

Financial assets and liabilities are offset and the net amount reported|in the balance sheet only when

there Is
net basis, or to realise the asset and settle the liability simultaneously.

a legally enforceable right to offset the recognised amounts and there is an intentlon to seftle on a

Purchases and sales of securities and currencies are recognised on trade date - the date on which the

Group commits to purchase or sell the asset.
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3 Accounting policies (continued)

Investments - Financial Instruments {continued}

Before evaluating whether, and to what extent, de-recognition of a financial asset or ilabmly is
appropriate, the Group determines whether de-recognition should be applied to onty part of the financial
asset / liability or group of financial assets / liabilities. The Group only derecognises a financial asset or
* liability when the contractual rights and obligations to the cash flows expire or the financial asset /
liabilities are transferred and the Group has also transferred substantially all risks and rewards of
ownership.

Gains and losses on derecognition are recognised through the income statement. Changes in fair vatue
of available for sale investments, except for foreign exchange gains and losses and impairment losses
which are recognised in the income statement, are dlrectly recorded |nto equﬂy until such time that the
financial asset is derecognised. :

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
highly liquid invesqnents with original maturities of three months or less, and bank overdrafts. -

‘i

Impairment of assets
The Group reviews the carrying amounts of its tangible and intangible assets at each balance shest date
to determine whether there is any indication of impaimment. If any indication exists, the asset's
recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount of an
assel or its cash generating unit exceeds its recoverable amount. Impairment losses are recognised in
the income statemnent.

The recoverable amount is the greater of the net selling price and the value in use. In assessing the value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks spectﬁc to the asset for
which the estimates of future cash flows have not been adjuslad :

Taxation
Income tax axpense represents the sum of the tax payable in the period and deferred tax.

The tax currently payable is based on taxable profit for the period. Taxable profit dlffers from profit as
-reported in'the income staternent because it excludes items of income or expense that are taxable or
deductible in other periods and it further excludes items that are never taxable or.deductible. The Group’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the balance shest date,

Defarrad income tax is provided in tull, using the liability method, on all temporary differences, which are
based on the difference between the financial statement carrying values and the tax bases of assets and
liabilities using enacted income tax rates and laws. Deferred income tax assets are recognised to the
extent that it is regarded as probable that they will be utilised agamst sufficient future taxable income.
Deferred income tax assets and liabilities are not discounted.

The carrying amount of deferred tax assets is reviewed at sach balance sheet date and reduced to the
extent that it is no longer probable that sulficient taxable proﬁts will be available to allow all or pant of the
asset to be utilised.

The deferred tax that results from unrealised gains and losses on securities classified as available for
sala is recognised in shareholders’ equity along with those unrealised gains and losses.
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3 Accounting policies {continued) 1 - . .

Taxation (contlnued)
Current tax payable by any Group company on distribution to the holdlng company of the undistributed
profits of any subsidiaries is recegnised as deferred tax unless the timing of|the distribution of those
profits is controlled by the holding company and the temporary difference is not expected to reversa in the
foraseeable future. .

In accordance with IAS 12 ‘Income Taxes': deferred taxation is provided on temporary differences arising
from the revaluation of fixed assets even where there is no commitment to sell the asset.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax asssts and liabilitles on a net basis.

Borrowings
Borrowings are recognised initially at fair value, net of transaction costs |ncurred Bomrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs)
and the redemption value Is recognised in the Income statement aver the period of the borrowings using
the effective interest method. ’

Provisions '

’ . o .

{a} Restruciuringcostsand legal claims . . e

Provisions for restructuring costs and legal claims are recognised when the Group has a present
r o+ legal or constructive obligation as a result of a past event, it is more likely than not that an outflow
+.-of resources will be required to settle the obligation, and the amoum has been reliably estimated.
: 'Restructuring provisions ' comprise lease termination penaltles and employee tarmination
payments. Provisions are not recognised for future operating losses. Whera there are a number
of similar obligations, the likelihood that an outfliow will be requured in settlement is determined by
considering the class of obligations as a whole. A provision Is recogmsed aven If the likelihood of
an outflow with respect to any one item included in the same class of abligations may be small.
b} Lavies
The Group is subject to various |nsuranca—related assessmernts or guaranltee “fund levies. Relatad
provisions are provided for where there Is a presenl obllgatlon (legal or constructiva) as a result of
a past evenl. . . L e

Share capltal N . 3 .
Shares are classified as equny when there ts no obligation to transfer cash or,other assets. Incremental
costs directly attributable to the issue of equily instruments are shown in equity as a deduction from the
proceeds, net of tax. -Incremental costs.directly attributable to the issue ‘of equity mstruments as
consideration for the acquisition of a business are included in the cost of aoqmsmon l

- N . ‘ . . r
Accounting developments .
The Intemational Accounting Standards Board (IASB) |ssued IFRS 7 ‘Financial Instruments: Disclosures’
in August 2005. IFRS 7 requires disclosure of the significance of financial |nstruments for an entity's
financial position and performance and of guantitative information about exposure to risks arising from

financial instruments. The standard is effective for annual pericds beginning on 'or after 1 January 2007.
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4 Net realised gains on sale of renewal rights

Alea London Alea North America Alga Europe Total

Limited tnsurance Limited
Company
$000 $°000 $'000 $'000
Six months ended 30 June 2006 {1) - - - - 930 930
Six months ended 30 Juns 2005 . . . ' R
Year ended 31 December 2005 8,000 47,000 6,079 61,078

The above-mentioned three renewal rights transactions which tock place in 2005 are detailed betow.

The gains were calculated as the fair value of consideration receivable ($62.0 million). The Group has
received payments to date of $20.1 million. The remaining balance of $41.9 million is included within
loans and receivables including insurance receivables. The non-current portion of the receivable is $37.0
million.

These amounts represent the directors' best estimates of the risk adjusted future receipts discounted at
4.5%. These receipts are dependent upon the fulure levels of business generated on renewal in relation
to the rights sold over differing time periods as specified in the sals contracts. In estimating the future
receipts from which the fair value gain has been derived, the directors have taken into consideration
factors such as prior premium production levels and growth rates of business sold, external projections
and have made certain assumptions about {evels of program transfer and renewal probabilities of future
premiums. :

The key data is:
Alga North Amarica

Alea London Insuranca Alea Europe
Limited Company Limited
2005 Pramium of business sold $ millions 167 405 252
Esti preenitsm Lo be recafved during contract $ millions 160 1,698 74
Contract period years 2 § 1
Best ostimato of raceipts $ millions ] 47 §
Coniractual maximum salas procesds $ millions 30 75 30
Impact on tair vahue reportad if production premium  increasad by 10% 9 52 7
decreased by 10% . 7 42 5

(1) In the six months ended 30 June 2006 Alea Europe Lid recognised an additional $0.9 million net
realised gain on the sale of renewal rights. This additional gain arises due to the fact that the realised
gain has now been translated into the reporting currency using the finalised exchange rates stiputated in
the renewal rights contract. All assumptions used at 31 December 2005 in determining the net realised
gain are unchanged.
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5 Restructuring costs

In the second half year of 2005, the Group announced that it would run-off all remaining property and
casualty business. Those fixed assets not subjact to renewa! rights agreernems and not required for the
run-off operations have baen written down to their residual value. Redundancy oosts wera Incurred during
2005 In Wilton and Rocky Hill, A restructuring provision was established at 31 December 2005 for
employees in London, Basel and Zug. This provision included estimated expenses for future redundancy
payments to employees who could not be redeployed in the new structure. The provision also contained
estimated expenses with regards to onerous contracts. Onerous contracts are operatlng leases in respect
of any premises that were expected to be vacated as part of the restruciuring' The provision has been
established based on the run-off plan and its balance is disclosed in Note 14. Other costs are included in
the claims handling provisions.

Six months ended 30 June 2006

Alea London Alea North | Alea Europe Total

‘America
- $'000 | _§000 $'000 $'000
Redundancy costs incurred (1} 2,572 1,484 - 4,056
Estimated restructuring costs (2} - {2,500) - {2,500)
Total restructuring costs 2,572 1 {1016) | - 1,556

(1) Redundancy costs incurred reflect severance payable to employees which were not part of the ongmal
restructuring plan as disctosed for 31 December 2005.

{2) Restructuring costs also include a credit of $2.5 millien which results from Alea North America’s

sublease of its empty offices in Willon and a resulting reversal of part of the previously recognised
provision for onerous contracts.
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5 Restructuring costs (continued)

Year ended 31 December 2005

Alea London Aloa North  Alea Europe ' Total
Amarica
$'000 $'000 $000 $000
Tmpaiment loss recogmisad in respect of property, plant and
equipment 69 1,049 527 1,645
Impairment loss recognised in respect of ficences 366 933 - 1,299
Redundancy costs incurred - 1,157 - 1,157
Estimated restructuring costs (1) 6,032 4,769 7.452 18,253
Total restructuring costs 6,467 7,008 7,979 22,254
(1) The estimated restructuring costs can be further analyzed as follows:
Alga Londen Alaa North  Alea Europe Total
America
$'000 $'000 $°000 $'000
Redundancy provision 3,322 - 6,988 10,310
Onerous contracts 2,710 4,769 454 7,943
Estimated restructuring costs 6,032 4,769 7,452 18,253
The key assumptions gre derived from the following variables:
Alaa London Alea North  Alea Europe Total
America
Number Number Number Number
Reduction in headcount based on run-off plan 48 35 83
Reduction in headcount as part of contractual agreements
with regards to sale of renewal rights T 41 T 55
Reduction in headcount based on realigned structure aiready
implemented at 31 Dacember 2005 - 57 - 57
Total headeount reduction 55 98 42 195

The redundancy provision and the provision for onerous contracts are derived purely from the headcount
reductions listed above. There is very limited uncertainty with regards to the redundancy provision, In the
six months ended 30 June 2006 (see Note 14), 37 per cent of the provision has already been paid.
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6 Segmental information

Primary segment Information - operating results by operating segment

The Group managed and conducted Its business through four principal operating segments representing
London market business, North American business including alternative risk transfer and reinsurance,
Continental European reinsurance, the insurance operations in each }UﬂSdICtIOF‘I, and financial services,
the central investment operation which supports the insurance operationis in each jurisdiction.

The operating result of each of these cperating segments before the impact of intra-group quota share
arrangemsnts is shown below.
Six months ended 30 June 2008 Alea Alea Alea Aea Non -
London North Europe FinamI:ial allocated Total
America Services
$'000 $'000 $'000 $'000 $'000 $'000
I
Gross Premiums ¥Written {16,948) {21,359) 166 - - (3r.041)
Revenue
Net insurance premium ravenus 89,554 7,838 22,248 - - 209,680
Fea income 309 100 - - - A9
(nvestment income - - - 49,177 . 43177
Net realised losses on financial assats - - {1,426) - {1,426)
Net realised gains on sate of ranewal nights . - 930 i - 230
Total revenus 89,903 47,838 23,178 47,754 B 258,770
Expenses
Nat insurance claims {66,302} (68,865) (13,765} - . {148,932)
Acquisition costs (25.444) {31,863) (6.774) - - (64,181)
Other operating expenses {10,072) (18,577 {11,496) - (2,343) (42,488)
Restrucluring costs {2,572} 1,018 < + + §1,556)
Total expanses (104,380) (118,389} {32,035) - {2,343} (257,157}
Rasuits of operating activities (14,487) {20,451) {8,357 47,751 (2,343) 1,613
!
Finance costs {15.971) - {15,971)
|
(Loss)profit befora income tax {14,487) {20,451) {8,857} k| !780 (2,343) {14,358)
Income tax credit .J - 372 T2
{Loss)profit for the period (14.487) {20.451) {8.857) 31,780 1,369 {10 646)
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6 Segmental information (continued)

Six months ended 30 June 2005 Aloa Alaa Aloa Alen Non -
London North Europe  Financial  allocated Total
Amarica Services
$'000 §000 $'000 $'000 $'000 $'000
Gross Pramiums Written 170,709 428,279 256,355 - - 855,343
Revenua
Net insurance premium revenue 176,310 305,829 128,561 - - 610,700
Fee income 1,052 [ 264 - - 1,322
tnvestment income - - - 42,966 B 42,966
. Net realised gains on financial assets - - 3,588 - 3,568
Net reallsed gains on sale of renewal rights - - - - -
Total revenue 177,362 305,835 128,825 46,554 658,576
Expanses
Net insurance claims {88,920) (206,669) (107,054} (412,643)
Acquisition costs {47,899) {99,317) {27,622} - {474,838)
Other operating axpenses (13,882} {10,004) {9,869) - {2,378) {36,131)
Restructuring costs - . . - - ' -
Total expenses {160,701) (315,990} (144,545) - (2,376) (623,612)
Results of aperating activities 16,661 {10,155) {15,720) 45,554 {2,376) . 34,964
Finance costs - - - (9.054) - (9054)
{Loss)/profit before income tax 16,661 (10,155) {15.720) 37,500 {2,378) 25,910
Income tax expense - - - {6,425) {6.425)
{Loss)/profit for the period 16,661 (10,155} {15720} 37,500 {8,801} ' 19 485
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6 Segmental Informatlon {continued)

Year ended 31 December 2005 Alea Alea Alea Alea Non -

London North Europe Flnam;hl allocatad Total

America Sarvices
$'000 §'000 §'000 $'000 §'000 _$000
Gross Premums Written 247110 498,547 251,871 997,528
Ravenue
Nat insurance premium revenue 298,085 550,639 238,017, - - 1,088,742
Fee income 2,814 {152} kET) - - 3,008
Investment income - - - 89,138 - 89,138
Net realised gains on financial assets - - - 672 - 872
Net realised gains on sale of renewal rights 8,000 47,000 6,079 |- - 61,079
Total revenue 308,900 £97,487 244 440 89,810 - 1,240,637
Expenses
Net insurance claims (295,855) (387,534)  {235,780) . - {919,268)
Acquisition costs {95,008) (189,550) {51,232) - - {335,788)
Qther operating axpenses {30,804} {29,769} {20,574) - {14,288) {95,435)
Restruclur‘iga costs (6,467) (7,908) (7,979) - {22 354}
Total expenses (428,232)  (614,761)  (315,565) - (14,288) (1,372,848}
’ |
Results of aperating actlvities (118,332) {17,274) {71,125) 89,810 (14,288)  (132,209)
I
Finance costs - - |- (19,892) {18,892)
I I

{Loss)iprofit befors income tax 1119,332) {17.274) (71,125) £9,918 (14,288) (152,101}
Income tax expense - . |— - (26,827T) {26,827}
{Loss)iprofit for the year {119.332) (17.274) (71,125} 69,918 {41,115)  {178928)
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6 Segmental information {continued)

The Group has intra-group queta share amrangements between the following legal companies: Alea
London Limited, Alea Bermuda Ltd, Alea North America Insurance Company and Alea North America
Specialty Insurance Company (collectively Alea US) and Alea Europe Ltd. The impact of intra-group
quota share arrangements on operating result with regards to the legal entities mentioned above is shown
and explained below.

For the periods ended 30 June 2006, 30 June 2005 and 31 December 2005 intra group quota share
amangements included the following: a 35% quota share of Alea London business to Alea Europe for
underwriting years 2002 through 2005, a 50% gquota share of certain 2000 and prior underwriting year
business from Alea Europe to Alea Bermuda and a 70% quota share of Alea North America to Alea
Bermuda. There was an infra-group aggregate excess contract from Alea Europe to Alea Bermuda until
31 December 2005 which has been commuted as of 1 January 2006. The effects of these arangements
are described below:

Six months ended 30 June 2006 Alea Alea Alea Alea
London Bermuda us Europe Total
$'000 $'000 $'000 $'000 $'000
Net Insurance premium revenue 89,594 471 97,367 22,248 - 209,680
Intercompany reinsurance {31,293) 68,285 (68,157} 31,165 -
Net insurance premium revenue after 58,301 68,758 29,210 53,413 209,680

intercompany relnsurance
Underwriting result {1)

Before intercompany reinsurance {14,487) {10,959) {11,835) (9,787} (47,068)

After Intercompany reinsurance {14,110) {13.344) (15,651) {3,963} {47,068)
Six months ended 30 June 2005 Alea Alea Alea Alea

London Bermuda us Europe Total

$'000 $'000 $000 $'000 $'000

Naot insurance premium revenue 176,310 4,461 301,368 128.56'1 610,700

Intercompany reinsurance {61,563} 215,193 {210,857} 57 327 -

NSurance premium revenue atier 114,747 218,654 90411 185,888 610,700

intercompany reinsurance
Underwriting result {1}

Befora intercompany reinsurance 16,661 {18.922) 6391 {15,720) {11,590}

After intercompany reinsurance 10,694 {15,574) 3,538 (8,248) {11,590)
Year ended 31 Decomber 2005 Alea Alea Alea Alea

London Boarmuda us Europa Total

5000 $'000 $'000 $'000 $'000

Net insurance premlum revenue 298,086 4,991 545,648 238,017 1,086,742

Intercompany reinsurance {105,915} 392 876 {384,340) 97,379 -

Not insurance premlum revenua after 192,11 397,867 161,308 335,356 1,086,742

intercompany reinsurance

Underwriting result {1} :
Before Intercompany reinsurance {127,332) {64,021) (14.541) {77,204) (283,098)

After intercompany reinsurance {95.618) (124,790) {33,954) {28,736) {283,088)

(1) Results of operating activities excluding investment income, net realised gains on financial assets and
intangibte assets and net realisad gains on sale of renewal rights.
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6 Segmental Information (continued)

Secondary sogn‘ient information - geographical analysis

The following provides an analysis of gross premiums written by location of insured and by location of
legal entity accepting the risk, and of (loss)¥profit before tax by legal entity accepting risk.

Slx montha anded  Shx monthe anded Yoar ended
30 Jue '.“NI 30 June 2003 31 December 2003
Geographical snatysls of Gross prewiums written by lecation of Insured +000 | $000 $000
Europe !m 307.79% 291.259
Alrica 34) 1,778 2010
Near & Mickta East o 6,139 SATT
Far East |18 [E] 5,538
Aurxraiia & Oceania [{E7] o] 2817
North America (43.390) 519098 6ar.em
. Latin Americs 1,080 11,290 2457
[37941) | 855343 997,523

Geographicsl anatysis by location of legal entity l |

Gross premi written [Loss)profit befors tax
Six monthy Six months Six months 3ix months
ended ended Yasr snded anded I snded Year anded
30 June 2006 30 June 2005 1 Decamber 2005 30 June 2008 30 Ame 2005 31 Dacembar 2005
$o0y $oo F0 yo00 ! [ 3000
1

Barmuda (1.574) 3,548 5,758 1,843 (12,500} (137122)
Jersay ] 133 26 {167} . b3 1577
Unitad Kingdom 7,138 171.087 247,603 {8,801} 18,468 {T7.426)
United States {43,787) 424,733 492,789 [13,284) 2455 1,754
Swiizeriand 184 255 B44 251,182 4151 16,508 3718
{a7841) 855,343 967528 {14,358} 125810 {152,101}

I
Gross premiums written are analysed on a legal entity basis and therefore reflect London contact office
business in Switzerland of $0.0 million in the period ended 30 June 2006 (30 June 2005: -$0.5 million; 31

December 2005: -$0.8 million).

Aol A an

30 Juna 2008 30 June 2005 3 Decembaer 2005

Operating squity and sharsholders' squity $'000 | go00 $100

’ |

Alea Ewope Ltd 209,019 219,277 242312

Aea (Bermuda) Lid {1) 263,440 511,904 .8

Aea US 262,680 265.227 275,556

Amounts hekd in Holding Companies 18.399) @0 3862

A heid in non-inaur idiark 1,884 L] 3.004

Nota provided by Alss Euroos Ltd o Alea US 32,505 32,505 32,505

LLTRET) 1,034,597 807,060

Amourds owed b credt ingt {199,200) (188,722) {199,006)

Trust prefermed securities {117,693 (117,583) {117,825

Shareholders' funda sttributable 10 equily interests 447147 1 718,292 490,428
{1) Tha entities wholly owned by Alea (Barmuda) Lid have net assets a3 follows:

. Aax Aast Aant

30 June 200? 30 June 2005 31 December 2005

§'000 $'000 $'000

Asga London Lid 70,120! 195,51 84,857

Alea Global Risk Lint 8032 10915 1411

Aen Jersey Ltd 1,159 2,084 2,082
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7 Earnings per share

The calculation of the basic and diluted eamings per share is based on the following data:

S$ix months ended 8lx months ended Year anded
30 June 2006 30 June 2005 31 December 2005
Eamings $ $ $
Eamings for the purposes of basic eamings per share *
being net profit attibutable to equity holders of the Parent (10,646) 18,485 (178,928}
Earnings for the purposes of diluted eamings per share (10,846) 19,485 (178,928)
:
Number of shares Six months ended Six months anded Year ended
30 Juna 2006 30 June 2005 31 December 2005
Nurnbar Number . Nismber
Wheighted average number of ordinary shares for the purposes .
of basic eamings per share 173,718,475 174,104,068 173,913,624
Effect of dilutive potential ordinary shares:
- Share options - 310,110 -
Weighted average number of ordnary shares Tor 1he purposes
of diluted eamings per share 173,718,475 174,414,178 173,913,624
8 Investment income
Six months ended Six months sended Year ended
30 June 2006 30 June 2005 31 December 2005
$'000 $'000 ! $'000
Financial assets - available for sale:
- Interest income from debt securities 45,084 39,437 , 82,047
Cash amd cash eguivalents interest income 4,093 3,529 7.091
49,177 42,966 - 89,138
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9 Income tax expense

8ix months ended 8lx months ended Yaar ended

30 June 2008 30 June 2005 31 December 2005

$'000 | $'000 $'000

Current tax (creditycharge:

UK corporation tax 208 3rs 42
Foreign tax (2,077} 6,408 (208}
Total current period : (1,788} | | 6.78¢ 166
Defarred tax {creditycharge: {1.923) (355) 26,993
Total income tax (credit)'expense {3,712 [ | 8,425 26,827

In the year ended 31 December 2005 the Group wrote off its deferred tax assets to reflect uncertainty
over future profitability. The Group's Swiss and UK entities have 5|gn|ﬁcanl tradlng losses carried forward
in respect of which no deferred tax assets have been recognised due to the unpredictability of future profit
streams.

Note 6 Segmental information shows that in the six months to 30 June 2006 the Group’s North American
entities made a pre tax loss of $13.3 million. As & result of these allowable tax losses the Group has
reversed a previously recognised defemmed tax lability of $1.9 million and has also recognised a current
tax recoverable of $2.8 million.

The corporation tax for the interim periods ended 30 June 2006 and 30 June 2005 was calculated so as
1o represent the best estimate of the weighted average annual corporation tax|rate expectad for the full
financial year.

10 Dividends
Slx months sncled 8kx mmfn ehded Year anded
30 June 2008 30 June 2005 31 December 2005
5000 i s'000 $000
Final dividend for the year ended 31 Decembear 2004 of
$0.07 per share - 12,203 12203
- 1 112,203 12,203

11 Disposal of subsidiary

Alea North America insurance Company has entered into an agreement to sell its Delaware excess and
surplus lines camier, Alea Nerth America Specialty Insurance Company |( ANASIC") to Insurance
Corporation of Hannover, a member company of Praetorian Financial Group, Inc. {"Prasetorian”).

Under the terms of the agreement, Praetorian will purchase all of Alea's shares in ANASIC in exchange
for a cash payment of $4 million ptus the policyhotders’ surplus of ANASIC as of the closing date.
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11 Disposal of subsidiary {continued)

Total consideration will be between $30 million and $36 million. Subsequent distribution of proceeds is
subject to regulatory approval and other conditions.

On the closing date, the Group's Alea Barmuda Ltd affiliate will assume 100% of all business written by
ANASIC prior to the closing date. The obligations under the agreements will be supported by a guarantee
of the Company. .

The sale is subject to regulatory approval and other customary conditions. Alea will continue to administer -
the run-off of the in force business as of the closing date.

Alea North America Specialty Insurance Company . As at
30 June 2006
$°000

ASSETS
Deferred acquisition costs . 50

Financial assets
Debt securities

- available for sale 31,727
Leans and receivablaes including insurance receivables © 245
Reinsurance contracts 10,528
Cash and cash equivalents . 495
Total assets . 43,045
LIABILITIES :
Insurance contracts 12,258
Other liabilities and charges 125
Trade and other payables 32
Total liabilities 12,415
Net assets 30,630
EQUITY
Capita! and raserves attributable to the Company’s equity holders
Share capital 3,500
Share premium 26,623
Revaluation reserve (1) {1,111)
Retained eamings 1,618
Total equity . 30,630

(1) The revaluation reserve reflects the cumulative effect of unrealised gains and losses in respect of debt
~ securities held for sale directly recognised in equity.
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12 Insurance and reinsurance contracts

Insurance and reinsurance contracts are comprised of the following:

. As at A at As nt
30 June 2006 30 June 2005 31 December 2005
$'000 | $'000 $°000
Gross claims outstanding
Provision for claims outstanding, reported and not reported 2,415,042 2,231,736 2,531,928
Discount {127,702} {155,681) {133,443)
2,287,340 | 2,078,055 2,398,485
Claims handling provisions 255098 22 650 30,372
Total gross claims outstanding 2,312,845 i 2 098,745 2,428 857
Provision for uneamet premiums on insurance coniracts 138.811 | 920,883 443,599
Total Insuranes contracts 2451860 | 3019428 2872456
Aggregate excess reinsurance
Provision for claims outsianding, reported and not reported 321,270 434,978 343,312
Discount (8,132 {30,678) {11,308)
Nat aggregate excess reinsurance 312138 1 404 300 332,004
Other reinsurance
Provision for claims outstanding, reported and nct reported 659,810 538,040 672,952
Discount {3,865} (7,152) {5,455)
Net other reinsurance £55044 | 530,888 667,457
Tetal reinsurance
Provision for claims outsianding, reported and not reported 981,080 973,018 1,016,264
Discount {12,998) {37,830) (16,763)
TYotal reinsurers” share of claims outstanding 968,082 | 935,188 G99 501
Pravision for unearned premiums on reinsurancs contracts 32,925 | 189,787 58,138
Total reinsurarice contracts ro0r007 | 1,024,975 1,057,639
Clalms sutstanding, nat of reinsurance .
Before discount ’ 1,458,471 1,281,408 1,546,036
Discount . {114,704) (117,851) (116,879)
{lasms outstanding net of reinsurance - 1,344,767 i 1,163,557 1,429,357
As at Anat As et
30 June 2006 30 June 2005 31 December 2005
Security held for aggregate excoss reinsurance $'000 | $000 $'000
Deposits received from reinsurers 46,946 93,381 47,445
Trust fund and LOC coltateral avaitable against aggregate
excess contracts 260,561 283,684 276,704
Total coltateral avaitable against aggregate excess | '
reinsurance recoverable 307,507 377,065 327.148
Coltateral held in respect of uneamed premiums - 87 13
Tolal collateral hekd 307,507 ) 377,152 327,162
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13 Borrowings

The borrowings are repayable as follows: As at As at © Asat

30 June 2006 30 June 2005 31 December 2005
5'000 $'000 $'000

On demand or within one year

In the second year 200,000 . 200,000

In the third to fifth years inclusive - 200,000 -

After five years 120,000 120,000 120,000

320,000 320.000 320,000

Less: Capitalised debt raising expenses (3,017) (3.694) ! (3,369)

Amount due for setilement after 12 months 316,583 ~ 316.306 316,631
Dabt raising expenses are capitalised and are amortised over the pariod of the loan.

Analysis of borrowings:

As at As at ! Asat

30 June 2006 30 June 2005 31 December 2005

$'000 $°000 ¢ $'000

Amounts owed to credit institutions 200,000 200,000 /200,000

Trust preferred securities 120,000 120,000 120,000

Total borrowings 320,000 320,000 ) 320,000

All borrowings are recorded at fair value.

Amounts owed to credit Institutions .
The three-year bank term loan of $200.0 million and the $50.0 million revotver currently carry an interest
margin of 120 basis points, which is adjustable based upon the Standard and Poor's debt ratings for Alea.
The $50.0 million revolver facility is additionally subject to a commitment fee of 40% of the applicable
margin. The term loan was used to repay the pre-existing financing facilities with the balance being used
for general corporate expenses. :

In February 2005, the $50.0 million revolver was fully drawn and the funds were used to make a voluntary
prepayment of $50.0 million under the $200.0 million term loan. This prepayment was accompanied by an
amendment which increased the financial flexibility of Alea under this financing.

The loan impeses restrictive covenants including tangible minimum equity, debt-to-capitalisation ratio
limitations, limitations on the granting of liens, payment of dividends, other dispositions of assets,
increased indebtedness and distribution of assets.

Trust preferred securities

In December 2004, the Group issued $100.0 million of trust preferred securities and had in place a
commitment for an additional $20.0 million of trust preferred securities, issued in January 2005. These
securities {issued from three Delaware trusts established by Alea Holdings US Company, of which one
trust was established in January 2008) provide for a preferred dividend at a rate of three month LIBOR
plus 285 basis points. These securities allow for the postponement of preferred dividends under certain
circumstances for up to five years. These securities camry no financial covenants and no cross default
covenants, have a fixed maturity of 30 years, and are callable after five years.
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14 Provisions

Restructuring

Proviston

$'000

Al 31 Decamber 2004 -
Additional provision in the period -
Exchange difference -
At 30 June 2005 | -
Additional provision in the period (ses Note 5) 18,253
Exchange difference {691)
At 31 December 2005 | | 17,562
Utilisation of provision due to onercus contracts {1,233)
Reversal of prqvision dus to cnerous contracts {1} {2,500)
Utilisation of provision due to saverance payments {4,960)
Exchange difference 636
At 30 June 2006 - | | 9,505

(1) As a result of Alea North America’s sublease of its empty offices in Wilton a reversal of the prewously
recognised provision for onerous contracts has been made. The reversal is part of the restructuring costs
presented in the income statement.

For further details regarding the restructuring costs see Note 5.
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15 Consolidated statement of changes in equity

Attritxstable to aquity holders of th Company :
Shany
Hedging and hasad [
Sy Cipldl  Revilustion trasistion Retioed prwent  Exribctible
capital Ehare prenive [0 rserm{l)  meerves ) woit  Mwtw were(l) Total
$o0 $000 $000 (1] 000 $000  §000 $000 _ $0
Asal 1 January 2006 1T 6B TSI (126N (176} (204139} 986 - 4048
Loss of the period {10,645) (10,646}
Revaluation on avaiable for saie investments - gross {36,607) {36,607)
Revaluation on avalable for sale investments - tax - .
Movement in shars based payment reserve (187 [187)
Translation gains - gross 4158 4158
Transkaion gains - tax . .
As 3t 30 June 2006 1731 €931 15 {49,278) 1582 [214,785) ™ AL
Atfributable to squity holders of the Company !
s.'“ 4
Hebging and baaed [
Shary Ciptal  Rrakstion  bnsistion Retaioed  payment  cEstributable
caphial Share pramiua v reere{l) w2 saingt  ressw reserve (3] Totsl
§o $000 §000: $o0 $000 00§00 $000  §o0%0
As ol 1 January 2005 174 61429 7531 12502 1629 {17,376) 823 4368 716,510
Repurchase of shares m {2,058) 2,065)
Profi of the peiod 19485 19,435
Ravaluabon on avadable for sale investments - gross 6,026 6,026
Revauafion on avalable for sale imvestrents - tax {137} (1.367)
Mavement in share based payment reserva 113 13
Transfer to non-istributable reserve - gross 2.413) 2113
Transfer non-distributatie reserve - tax 64 {634)
Transtabon losses - gross 14884 14899
Translation losses - lax {3.316) (3.196)
Déidend paid {12,209} {12203
As ot 20 Jume 2005 137 629,334 75381 17,160 {578} [11,573) 936 S84T a2
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15 Consolidated statement of changes in equity (continued)

Altribuisbie 10 squity hokiers of the Company

Shary
Hedging sd L L
Share Copitdl Arviaion  ¥awisten v Sovbutabie
caphal  Shars pravien merw  meeca(l]  meaves( Metined arning  Rescm  Fesrw (D) Toal
)] §000 $000 S0 3000 | SO0 500t 000
|
Azt 1 Jsnuary 2005 1744 631429 75381 12,502 7620 (17.376) 7] 4388 716510
Repurchaas of shares. 4] (2128} (2.135)
1083 of i period {178,928 (178.82%)
Revakustion pn sviilable for sais - prows (26,593} (28,583)
Raved on sveikable for ke ] 1420 1420
Merabmant i shire besed piryment resenm 163 163
Tranater from non-cesinbtabis Rt - Qroks 4 6,240 (6,240}
Transter ko non-distibutabie ressrve - tax {18T2) 1472
Transiston kesas - groes - {4034) (4534
Transiation loasss - tax {28M) 28
Divideend puid 12.203) (12208
1
As at M Dacarber 2005 AT 631 T31 (1267) [176) ( (20413%) 988 . 9040

| |

(1) The revaluation reserve is a component of shareholders’ equity that is used to record the difference
between the market value of available for sale investments camied on the , balance sheet and the
amortised cost of those assets. Unrealised gains and losses arising when the market value is compared
with the amortised cost of the assets are posted 1o this reserve,

(2) Movements in the unrealised gains and losses arising from the translation of the Group's assels and
liabilities dencminated in functional currencies of the Group are shown in the'hedging and translation
reserve.

{3} The non-distributable reserve represents a slatutory reserve established by Alea London Limited in
accordance with UK Company Law for the purposes of mitigating exceptionally high loss ratios in future
years as required by Schedule 9A of the Companies Act.
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16 Net cash flow from operating activities

" Yow wndnd

Six months ended Stz months srcled
30 June 2008 30 June 2005 31 Decomber 2005
$'000 $000 $'000
{Loss) / profit for the: period (10,846} 19,485 . 1i78828)
Adjustments for: : R
- tax expanse 3,712) 6425 28,827
- depreciation 1,955 3,001 5897
« impairment loss recogrised in respect of property, plant and equipment - - \ 1,645
- impairmend loss recognised in respact of Bcences - - . 1,299
Nat cash fiows for the period transferred to investing actvities {45,832) (42,783} 82123)
Loss on sale of property, plart and squipment 42 &3 64
Dabd interest expensa 11,282 7444 16,344
Loss/(profit) on feraign exchange 8311 {1,229) {2,606}
Change in operating sssats and lizbilities (sxcluding the effect of acquisitions and
hange diff on Gidation)
Net increass in insurance fiablies (464,492) 256,253 00,806
Nel decrazsed(increase) in reinsurance pysels 69,059 {31,007) | (57,440
Net decrsase/(increase] in loans and receivables 212,294 {119,515) 285,719
Net increasei(decreasa) in other operating liabiities 24,304 (33.433) T 25786
Net movement i shace based payment resarve (187 113 t 163
Net c2sh from cparsting activities 64,814 114,453

(197,622
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17 Contingent liabilities

Structured settlements
The Group, through the Canadian branch of Alea Europe Ltd, has, assumed ownership of certain
structured settlements and has purchased annuities from life assurers to provudl fixed and recurring
payments to those underlying claimants. As a result of these arrangements, the Group is exposed to a
credit risk to the extent that any of these insurers are unable to meet their obligations under the structured
settlements. This risk is viewed by the Diractors as being remcte as the annuliles are fully funded and the
Group has only purchased annuities from Canadian insurers with a financial stability of AA or higher
(Standard & Poor's). The Canadian branch is in run-off and the|branch discontinued accepting
assignments of annuities in August 2001.

in the event of all the relevant life insurers being unable to meet their, obligations under the structured
sattlements, at 30 June 20086, the total exposure, net of amounts that may be recoverable from the
Compensation Corporation of Canada {a Canadian industry-backed oompensatlon scheme), is estimated
to be 39 million Canadian Dollars ($35 million} and the maximum in relation to any one Insurer 18 miflion
Canadian Doltars ($16 million).

Litigation
In January 2003, a claim was made against the Group and its indirect subsidiary Alea North America
Company {'ANAC'} by a former employee of ANAC alleging, inter alia, discrimination, harassment and
retaliation for damages totalling $3.5 million. The Group's motion for summary judgemenl resulted in the
dismissal of most of the claims prior to trial. In October 2005 a jury verdlct was rendered in favour of the
Group and ANAC on all remaining claims. The former employee has! appea!ed At this stage it is not
possible to estimate the amount of any potentia! liability that may arise for the Group The Group believes
the allegations are unfounded and is vigorously defending itself against the claim and is opposing the
appeal. No provision has been made in the accounts for this matter.

Subpoenas and requests for information/regulatory matters

The US domiciled Insurance members of the Group received certain subpoenas and information requests
with respect to the ongolng investigations by various regulators and govemmental authorities relating to
industry-wide investigations into US producer compensation practices | 'and arrangements. In November
2004, Alea North America Insurance Company ("ANAIC") received a subpoena from the Attomey General
of New York and, together with Alea North America Speciality Insurance Company {"ANASICT), recetved
inquiries from the insurance departments of Delaware and North Carclina. No allegations of wrongdoing
have been made against ANAIC, ANASIC nor any of their employees, nor does the Group have reason to
believe that any of them are specific targets of any investigation.

The Group has cooperated fully with these inquiries. After concluding their intemal invesligations in
connection with these matters, these member companies have reported to these regulatory authorities that
they have identified no transactions or information causing concem, nor are they aware of any improper
conduct.

Certain members of the Group have received subpoenas and information requests with respect to finite
reinsurance from the US Securities and Exchange Comnission, the FSA, the Australian Prudential
Regulatory Authority and the Florida and Delaware state insurance authorities.

The Group has cooperated or is cooperating fully with each authority from which|it has received an inquiry
and is aware of no improper conduct.

These industry-wide Investigations, including certain of the investigations to which the Group is a party, are
ongoing and it is not possible to predict the impact that these mveshgabons or any enquiries specific to the
Group, may have on the Group's current or future business and financial resuits. Mareover, there can be no
assurance that further invesligations will not be initiated or reopened in the future.
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17 Contingent liabilities (continued)

Subpoenas and requests for information/regulatory matters (continued)

In connection with a periodic market conduct examination, the Califomia Department of Insurance has
disputed certain fees collected from policyholders by two agents of one of the Group's subsidiaries. The
Group disagrees with the Department's position, but is cooperating to audit these fee arangements. The
agreements with the agents invotved have been terminated. It is not possible to predict the Impact of this
dispute on the Group's financial results. .

Company contlngeni llabilitles

In the third quarter of 2002 the Company entered into a top down guaraniee with each of the Group’s
rated insurance operating entities. These guarantees are in addition to the pre-existing guarantees
already in place between certain subsidiaries of the Group. Subject to applicable corporate and regulatory
requirements, the top down guarantees raquire that the Company make funds available to the insurance
operating entities to allow the entites to fulfil their insurance or reinsurance obligations to the
client/customer incurmred while the guarantee remains in effect.

18 Related party transactions

Kohlberg Kravis Roberts & Co., L.P./Fisher Capital Corp. L.L.C.

Certain parties related to Kohlberg Kravis Reberts & Co., L.P. own in excess of 40% of the Company's
issued shares. The Company has certain relationship, management rights, sharehoider and advisory fee
agreements, as amended with Kohlberg Kravis Roberts & Co., L.P., KKR 1996 Fund (Overseas), Limited
Partnership, KKR Partners {Internationai), Limited Partnership and Fisher Capital Cotp. L.L.C. These
agreements are further described in the Company's Listing Particulars dated 14 November 2003. The
Group pays annual advisory fees of $750,000 to Kohlberg Kravis Roberts & Co,, L.P., an affillate of KKR
1996 Fund (Overseas), Limited Partnership, a shareholder and KKR Partners {Intemational), Limited
Partnership, also a shareholder and $350,000 to Fisher Capital Corp. L.L.C,, also a shareholder. As at
30 June 2006, Kohiberg Kravis Roberts & Co., LP. and Fisher Capital Corp. LLC have received
$375,000 and $175,000, respectively. As at 30 June 2006 the balance due under these arangements
was $nil (30 June 2005: $nil; 31 December 2005: $nil). Certain of the Company's directors are Intaresled
in these entities as described in the annual Directors’ Report. ;
Loans to officers

Loans to officers were offered in connection with their purchase of Company shares and are interest
bearing and except as described below, are full recourse and made on consistent terms as those to other
employees. Mr M Ricciardelli received a loan of $375,000 in connection with his purchase of pledged
shares at a cost of $750,000 in March 2004 that bears interast at 1 year LIBOR set on the funding date
and reset annually on each anniversary thareof. Upon termination of employment Mr M Ricciardelli is not
personally liable for any amounts in excess of the value of the shares pledged plus any accrued but
unpaid bonus contractually payable to him. Consistent with other borrowers, Mr M Ricciardelli's loan is
repayable in five equal annua! instalments of 20% of the principal amount thereof, Mr M Ricciardelli paid
the first annua! principal instalment on his loan of $75,000, together with accrued interest of $11,111 in
2005, At 30 June 2008, Mr M Ricciardelli's outstanding balance was $300,000 and accrued interest was
$10,632. In connection with Mr M. Ricciardelll's separation arangements, he has agreed to repay of his
loan from the proceeds from the sales of his pledged shares and restricted stack units.

As at 30 June 2006 the Group had loans to key management personnel, including the amount set out
above in respect of Mr M Ricciardelli, in aggregate principal amounts of $450,000 (30 June 2005:
$525,000). The number of key management personnel that had outstanding loans at 30 June 2006 was 3
{30 June 2005: 3). Key management personnel are as described below.
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18 Related party transactions (continued)

Key management personnel . ,
The Group considers its key management personnel to include its directors and those members of
management reporting directly to its executive directors that have executive management responsibility
for Group-wide aperations. ‘

Remuneration of key management personnel ,
The remuneration of the directors and those members of management reporting directly to its executive
directors that have executive management responsibility for Group—mde operations, who are the key
management personnel of the Group, is sat out below in aggregate for each of the categoriss specified in
IAS 24 Related Party Disclosures. For six months ended 30 June 2006 this included 12 individuals (2005:
14).

Six month ended Six month ended Year ended
30 June 2006 30 June 2005 31 December 2005

Short-term employee !
benefits $1,169,411 $2,242 965 $3,507,538
Post-employment benefits $14,250 $98,358 $138.630
Other long-term benefits $119,194 $77,493 $154,986
Termination benefits $192,234 53.1'31 004 $3,025,158
Share-based payment . $65,072 $130,422 $262,417
TOTAL : $1,560,161 $5,680,242 $7,088,730

Key management personne! employment and retention contracts
Members of the Group have entered into employment and retention contracts with executive Directors
andfor certain members of key management, in each case taking lnto account the practices in the
jurisdiction where the Group operates. Terms of these agreements as they apply to the Company's
Oirectors at year—end 2005 are set out in the Director's Remuneration Repon Termination benefits in the
table above inclide amounts paid in 2005 and during the first six month penod of 2006 to departing
executive Directors and certain members of key management in ssttiement of such contracts.

Share and loan transactions with members of key management
Stewart Laderman

On 6 April 2005, the Company repurchased Mr Laderman's 183,880 common shares for GBP
340,178 and 498,688 vested options granted on 19 May 2000 for GBR 69,816 in each case in
accordance with the terms of his stockholder’s agreement by téference lo the price per common
share on 31 March 2005. Mr Laderman was granted a GBP 172,237 roan in connection with the
common share purchase program, bearing interest at 6.85% and repayable in instalments of 20%
each 31 August, commencing in 2001, At 31 December 2004 Mr Laderman had repaid the loan in
full, including interest.
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18 Related party transactions (continued)

Share and loan transactlons with members of key managament {continued)

Kirk Lusk

Mr Lusk was granted a $49,998 loan in connection with the common share purchase program,
bearing interest at 4.1625% and repayable in instaiments of 20% each 31 August, commencing in
2005. The Board approved a deferral of principal repayment on Mr Lusk’s loan in 2005,

Thomas Weidman

Mr Weidman was granted a $99,999 loan in connection with the share purchase program,
bearing interest at 3.7665% and repayable in instaiments of 20% each 31 August commencing in
2006.

Amanda Atkins

On 6 April 2005 the Company purchased 35,060 Common Shares held by Ms Atkins for GBP
64,861 in accordance with the terms of her Stockholders’ Agreement at the closing price of a
Common Share on the London Stock Exchange on 31 March 2005. For details regarding the
compromise agreement with Ms Atkins see the Directors’ Remuneration Report section in the
Alea Group Annual Repont 2005. '

Mark Ricciardelli

48

In connection with Mr M Ricciardelli's separation arrangements, on 29 June 2006, the Company
agreed that it would vest all restricted stock units not already vested and deliver the underlying
shares (totaling 70,918 shares) to Mr M Ricciardelli for sale on or about 22 September 2006. The
proceeds of the sala of such shares, together with the simultaneous sale of shares purchased in
2004 by Mr M Ricciardelli (164,821 shares) will be used to satisfy the balance of Mr Ricclardelli's
loan of $300,000 plus accrued interest of $13,360 through 31 August 2006, his last day of
employment. Mr Ricciardelli's options will be cancelled in accordance with the terms of his option
agreement. : ;




INDEPENDENT REVIEW REPORT TO ALEA GROUP HOLDINGS (BERMUDA} LTD

Introduction

Woe have been instructed by the company to review the financial information for the six manths ended 30
June 2006 which comprise the consolidated income statement, the consolldatad batance sheet, the
consolidated cash flow statement, the consolidated statement of recognised mcome and expense and
relatad notes 1 to 18, We have read the other information contained in the interim report and considered
whether it contains any apparent misstatements or material inconsistencies with the financial information.

This report is made solely to the company in accordance with Bulletin 1999/4 issued by the Auditing
Practices Board. Our work has been undertaken so that we might state to the oompany those matters we
are required to state to them in an independent review report and for[no othef purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anycne cther than the company, for
our review work, for this report, or for the conclusions we have formed.

Directors’ responsibilities

The interim repont, including the financial information contained therein, is the responsibility of, and has
been approved by, the directors. The directors are responsible for|preparing the interim report in
accordance with the Listing Rules of the Financial Services Authority which require that the accounting
policias and presentation applied to the interim figures are consistent with those, applied in preparing the
preceding annual accounts except where any changes, and the reasons for them. are disclosed. The
diractors have elected not to comply with International Accounting Standard 34 Interim Financial
Reporting.

Review work performed

We conducted our raview in aocordance with the guidance contained|in Bulletin 1999/4 issued by the
Auditing Practices Board for use in the United Kingdom. A review consists principally of making enquiries
of group management and applying analytical procedures to the financial information and underlying
financial data and, based thereon, assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests of
controls and verification of assets, liabilities and transactions. It is substantially less in scope than an audit
performed in accordance with Intemational Standards on Auditing (UK and Ireland) and therefore
provides a lower level of assurance than an audit. Accordingly, we do not express an audit opinion on the
financial information.

Emphaslis of matter — going concern

In forming our review conclusion, which is not qualified, we have considered the adequacy of the
disclosure made in note 2 to the financial information conceming the oompany s ability to continue as a
going cencen. The company has borrowings which are subject to covenants, Compliance with those
covenants at the period end and in the future is based on the estimates in the|batance sheet and cash
flow projections. Both of these are prepared on the basis of assumptions that are subject to materia!
uncertainty. These caonditions, along with the other matters explained in note 2 to the financial
information, indicate the existence of a material uncertainty which may cast significant doubt about the
company's ability to continue as a going concern. The financial information does nol include adjustments
that would result if the company was unable to continue as a gaing concem.

Review conclusion

On the basis of our review we are not aware of any matetial modifications that should be made to the
financial information as presentad for the six months ended 30 June 2006.

Deloitte & Touche LLP
Chartered Accountants
London

18 Septamber 2006
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File No. 82-34885

! London SToCK EXCHANGE
i

FORM 1 - APPLICATION FOR ADMISSION OF SECURITIES TO TRADING

transaction is a new equity Issue aII fislds must be comptetad We request that this form arrives no later -
an‘10. business days prior to the oonsideration of the apptlcation for. adrn_lssron to trading This is to enable .-

.ation marked with an asterlsk (‘) to be publrshed in the New Issues List sectron on the Exchange S -
8 Af! you require asslstance wlth regard to these ﬁelds please contact the Corporate Advrsers Team on .

i 6 September 2006
| TSeptember 2006*
| # L

ereby applles to establish a programme on the London Stock Exchange for the issuance of debt secuntres

tlcation for admission to trading on the London Stock Exchange of debt securit]es Issued under the ]
rne will be deemed to take effect only on submission of a pricing: supplemant for a specific issue of
es under the programme subject to the Admlssion and Disclosure Stt:anderds ("the Standards ).

iCountry of incorporation: | _ . ]
g : ! L
'Home EU competent authorlty for listing (ifnot uKkLA): [i | ' | R

[
a. Will the securities also be admitted to the Official Llst of the UKLA? YESINO

b. If appropriate, has the “passport” been lodged with!the UKLA? YES/NO
|

4 Type of issue for which appllcation is being made: !
i Eixample: Bonus, Rights, Placing, Open Offer, Block listing, Eurobond, MTN Programme, |Warrants)

Application for Block Listing of 72,818 common shares with a nomrnal value of $0.01 each that fall to
‘be issued under The Alea Group Executive Option and Stock Plan pursuant to grants of Restricted

Stock Unjts ‘

!
!

5*  Expected slze of offer (Em): [

|
I l
|
|

6.* E xpected market cap. post issue : (

|
E
|

7. Amount and full description of each class of security for which application is now |

belng made:

(tixample: 30,600,000 ordinary shares of 20 pance each fully paid. Where the secur#les aro o be issupd under an issuance
pogramme, please give a description of the programme and the maximum amount of secluntres that may be admitted to trading
at any ons time) i

72,818 common shares of $0.01 each.

|
|

|
November 2?004 ] The London Stock Exchange crest and fogo are regist_eréd trademarks of London Stock Exchangs plc




8 Ao tho sacurities for which application is now made identical ** I all respects -

M. Default place of settlement (system): -

12, l{séudrddtélls:

a. Contact name: I George X Judd

b; ’ JobTitle S B SVP&GroupSecretary

c. Telephone Number: I 001 860 268 7550

d. i'Eniéiﬂl'zz'a'ddr;;é' o ' “[ Georljudd@aleag_oup com_ o]

TR

13. [nvoiclng - Value Added Tax (VAT) .
To comply wr!h the EC Jnvoiclng Dlractlve {2001/115/EC) and to ensure that VAT is chargedm accmianoe with EC law p!aaso complete
the folfowfno ' mandatory section
a. Country of Prlnclpal Place of Business (PPB} [ Bermuda ]

NB: PPB Is usuafly the head office, headquarters or ‘seat’ from which business Is run.

b. Is the Issuer registered for VAT in the UK? - YES: | ] NO: [ X |

¢. [sthelssuer reglstered forVAT In anothe'riEC (:ouni_ﬁ_ry? YES: | | NO: [ X ]

if YES please confin'n EC VAT reglst ation’ umb S SR B ST A
"NB: Whera .'-"PB Is an EC country (axcluding UKJ ='Failure to provide a valid EC VAngistration nmnber wn'i resutt fn UK VAT being -
charged on ndmissbn and annual faes.

I
November 2)04 The London Stock Exchange crest and logo are mgistémd trademarks of London Stock Exchange plc




Brief description of-.'bt':ain"ess_: -

acutive ‘slatus): o

Directors (names, job-iitles, exacutive/n

gly we declare that

| .
;to_‘ e fulflled prtor to app!ucatlon have
mission of which application is now

; ; . i" | y

b} .__-'-j:dl 'the_documents and informatlon reqmred to be included |n the applicatlon have bean or W|ll be
U T upp!ied in accordance t_h ‘the Standards and all other requlrements of the Exchange in respect of
'th '.'applicatlon have been or will be compl:ed wrth and N .

. ' '|
(c) (for new applicants only) the Issuer Is In compltance wlth the requlrements of any secunties regulator
: ~that regulates it and/or | any stock exchange on which it has its s?cunties traded.

(d) We shall pay applicable adrnlsslon fee and annual. i

. we_under_ ake ‘W with the S!andards as publlshed by the London Stock Elxchange

SIgn_ed: Piint Name: George P.|Judd

Job Title; | S8Alor Vice President & Date: 4 September 2006
Secrotary . | |

Sighed by a duly authorised officer (e.g. Director} for and on behalf of: ‘

Name ol lssuer: | Alea Group Holdings (Bermuda) Ltd. ]

| Please ensure that all sectrons where applrcable on Ithrs form have been
completed. Failure to.do so may cause delays in admission.

November :1’)04 ’ The London Stock Emhanoe crest and logo are ragfsiered trademarke of London Stock Exchange plc

'
i
!
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llcanon form to 'appiy _}

.| Authe Denommatlon ' " Issued and paid up
1 1,000,000,000 in $0.01 . 173,710,665
' in - {7, 082 ,403) admltted but not .
, 1ssued

-+ -1/ $10,000,000 " | R T 737 106 65 - :
: ' ($70 824, 03)
?Deﬁhl?a_ idihclegal description;of: }ecarﬁfé.s fof whichithis application.is. Bféi‘ﬁ'é&uﬁﬁiﬂé‘
Auttiorised Denomination _ Issued and paid up (inclusive !
. ~of present value)
72,818 in $0.01 ' (72,818) '
— = : |

1
I i

| ($728.18)

~._ ‘| Noniinal value Redemption date Coupon




VRO R

' admlsswu

A o ST WA

, Sen-as Number: o

B TIssu’s Price:

- ‘Spen,lﬁed Denominations:

Issue Date:

Matarity Date: - ;

Forin of Securities: Bearer/Registered

Listing:

{

ismy:

Confirmation 1
We acknowledge our obligations arising under the listing rules and the legal implications of

listing under the Financial Serv1ces and Markets Act 2000. Accordmgly, we confirm that:
(a) all the conditions for I:stmg in the listing rules which are required to be fuifilled before
the application have been fulfilled in relation to the issmfzr and the securities for which

. . . 1
application is now made; :

t
i




ectu.s' or hstmg paraculars

for and on behalf of:

SIGNEDBY é;‘/l@[) '/VU\/

George P. Judd, Senior Vice President,

_Aiea Group Holdings (Bermuda) Ltd. (applicant)
|

1558 | George P. Judd

;Tcll phone number(s of

R g 2 T

appl:cam»rcgardm ]

| 001 860 258 7553

i

-

rpamculars hasbeen _




:V'Addiﬁonal Informatlon .

Method

" Details qf how fce S have.bcen paid

Chcque

BAC s/CHAP ] (reference details o4

-FfS?é"éiéS"siﬁbﬁﬁb’ii-'(ifkﬁﬁﬁ)
FTSE Indices Glknown)

Countnes of Secondary Llstmg (1f

tecution

ou knowingly or recklessly gwe fa_ 3e.0r 0




File No. 82-34885

UK Listin’g Authority

¢ Cn Admission, less than 10 per ccnt of the sharcs of the Company of the samc class alrcady
L | admitted to tradmg in accordancc wnth sectlon 85(6)(b) of thc Act and paragraph 1 2 3R (1), .

s ' of the Prospeﬁﬁﬁ Rulcs and i . S BRI : L '

' (ii))  the issuer will not make an offer of transferable securities to the pubhc of or adrmt to tradmg

1 - on a regulated market in, the UK, the securities which are the subject of the Apphcatlon until

those securities are admitted to the official list.

Yours faithfully,

Georgc I‘ Judd
Senior Vice President & Group Sccretary

For and on behalf of ALEA GROUP HOLDINGS (BERMUDA) LTD. (applicant)
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